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3 ROYAL COMMISSION ON BANKING 
AND FINANCE 
4 
«|  Benking and Finatice. Me. -Sés 
6 Hearings held at Victoria, 
B.C., on Monday, 
7 March 12th, 1962. 
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9 
THE COMMISSION 
10 
11 The Honourable Dana Harris Porter 
Chief Justice of Ontario 
1 Toronto, Ontario - Chairman 
Mr. W. Thomas. Brown,-.M.B.E., 
13 Investment Dealer, 
Vancouver, British Columbia 
14 
Mr. -James Douglas Gibson, O.B.E. 
15 Banker, 
Toronéo,+ Ontario 
16 Mr. Gordon Ly,Harroidd, 
Agriculturist 
17 Calgary, Alberta 
Mr. .Paul H. Leman 
18 ike <., Sc 
Corporation Executive 
19 Montreal, Quebec 


Mr. John C. Mackeen 
20 Corporation Executive 
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22 Vice-Chancellor 


Queen's. University 
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Victoria,,.B.C. 
Monday, March 12,1962 


--- On commencing at 9.15 A.M. 

THE CHAIRMAN: We shall now convene 
the first meeting of the Royal Commission on 
Banking and Finance. Mr. Secretary, I believe 
you have the original Commission. 

THE SECRETARY: Yes, Mr. Chairman, I 
would like to table as Exhibit No. 1 the Commission 
under seal appointing this Commission. 

THE CHAIRMAN: Exhibit No. 1. 

EXHIBIT NO. 1: The Commission. 

THE CHAIRMAN: I shall read the Commission: 

"ELIZABETH THE SECOND, by the 
Grace of God of the United Kingdom, Canada 
and Her other Realms and Territories 
QUEEN, Head of the Commonwealth, Defender 
of the Faith. 

TO ALL TO WHOM these Presents 
shall come or whom the same may in anywise 
concern, 

GREETING: 

WHEREAS pursuant to the provisions 
of Part I of the Inquiries Act, chapter 154 
of the Revised Statutes of Canada, 1952, 
His Excellency the Governor in Council, by 
Order P.C. 1961-1484 of the 18th day of 
October, 1961, a copy of which is hereto 
annexed, has authorized the appointment 
of Our Commissioners therein and hereinafter 
named to inquire into and report upon the 
structure and methods of operation of the 
Canadian financial system, including the 
banking and monetary system and the 


institutions and processes involved in the 
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flow of funds through the capital 
market and to make recommendations. 
(a) for the improvement 
of the structure and 
operations of the financial 
system and, more particularly, 
(b) concerning the Bank Act, 
the Bank of C:nada Act, the 
Quebec Savings Banks Act, 
and other relevant federal 
legislation, 
and has conferred certain rights, powers 
and privileges upon Our said Commissioners 
as will by reference to the said Order 
more fully appear. 
NOW KNOW YE that, by and 
with the advice of Our Privy Council for 
Canada, We do by these Presents nominate, 
constitute and appoint the Honourable 
Dana Harris Porter, of the City of 
Toronto, in the Province of Ontario; 
W. Thomas Brown, Esquire, of the City 
of Vancouver, in the Province of British 


Columbia; James Douglas Gibson, Esquire, 


of the City of Toronto, in the Province 

of Ontario; Gordon L. Harrold, Esquire, 

of the City of Calgary, in the Province 

of Alberta; Paul H. Leman, Esquire, 

of the City of Montreal, in the Province 
of Quebec; John C. MacKeen, Esquire, 

of the City of Halifax, in the Province 

of Nova Scotia; and William A. Mackintosh, 


Esquire, of the City of Kingston, in the 


Province of Ontario, to be Our 


gana d aids! 
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1 Commissioners to conduct such enquiry. 
2 TO HAVE, HOLD, EXERCISE AND 
3 ENJOY the said office, place and trust 
, unto the said Dana Harris Porter, W. 
Thomas Brown, James Douglas Gibson, 
, Gordon L. Harrold, Paul H. Leman, John 
6 C. MacKeen and William A. Mackintosh, 
7 together with the rights, powers, privileges 
8 and emoluments unto the said office, place 
9 and trust of right and by Law appertaining 
10 during Our Pleasure. 
1 AND WE DO HEREBY AUTHORIZE 
Our said Commissioners to exercise all the 
Mf powers conferred upon them by section 11 
si of the Inquiries Act and be assisted to 
14 the fullest extent by government 
15 departments and agencies. 
16 AND WE DO HEREBY AUTHORIZE 
17 Our said Commissioners to adopt such 
18 procedure and methods as they may from 
time to time deem expedient for the proper 
ij conduct of the inquiry and sit at such 
= times and at such places in Canada as 
al they may decide from time to time. 
22 AND WE DO HEREBY AUTHORIZE 
23 Our said Commissioners to engage the 
24 services of such counsel, staff and 
25 technical advisers as they may require 
at rates of remuneration and reimburse- 
- ment to be approved by the Treasury 
27 
Board. 
a8 AND WE DO HEREBY require 
“id and direct Our said Commissioners to 
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1 all reasonable despatch, and file 
2 with the Dominion Archivist the papers 
3 and records of the Commission as soon 
A as reasonably may be after the conclusion 
of -the inquiry. 
; AND WE DO FURTHER appoint 
: the said Dana Harris Porter to be 
é Chairman of Our said Commissioners. 
8 AND WE DO FURTHER appoint 
9 Harold Anthony Hampson, Esquire, of the 
10 City of Toronto, in the Province of 
ti Ontario, to be Secretary of the said 
Commission. 
12 
IN TESTIMONY WHEREOF We 
a have caused these Our Letters to be 
14 made Patent and the Great Seal of Canada 
15 to be hereunto affixed. 
16 WITNESS: Our Trusty and Well- 
17 beloved Major-General GEORGE 
18 PHILIAS VANIER, Companion of 
Our Distinguished Service 
3) Order upon whom We have 
_ conferred Our Military Cross 
= and Our Canadian Forces'! 
22 Decoration, Governor General 
23 and Commander-in-Chief of 
24 Canada. 
95 AT OUR GOVERNMENT HOUSE, in Our City of 
Ottawa, this eighteenth day of October 
“ in the year of Our Lord one thousand 
nine hundred and sixty-one and in the 
ms tenth year of Our Reign." 
” We have reserved this time for any 
30 representations that might be made by the 
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Government of British Columbia if it is 
considered desirable to make representations. 
I do not know whether any representative of the 
Government is here this morning. If not we 
will assume’ that they do not wish to make 
representations unless we hear from them later. 

Mr. Secretary, is there any further 
business to follow immediately? 

THE SECRETARY: Mr. Chairman, the 
next witness has been invited for 11.15 a.m. 

THE CHAIRMAN: We will have to adjourn 
until then, I suppose. There being no further 
representations ready to proceed at the moment 
we will adjourn until. 11.15 when we will hear 
a brief to be presented by the British Columbia 


Bond Dealers Association. 


--- Short Recess. 
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SUBMISSION OF BRITISH COLUMBIA 
BOND DEALERS ASSOCIATION 


Appearances: Mr. V. Ben Williams - President 


Mr. Warring P. Clarke - Member of the 
Executive 


THE CHAIRMAN: A brief has been 
submitted by the British Columbia Bond Dealers 
Association, and it is with great pleasure that I 
welcome Mr. Williams representing that association 
who I understand is prepared to present the 
submission. Mr. Williams, would you please 
proceed, 

MR. WILLIAMS: Thank you Mr. Chairman 
and gentlemen of the Royal Commission. First 
please accept my apologies for being a little 
late. However, my chauffeur coming from the 
ferry was a very careful driver and did ‘not 
want to break any laws of the country with 
regard to the speed limits. 

We appreciate the honour of the 
being the first to present a brief to this 
Commission, although I must confess that 
it is not a complex brief or a very lengthy 
brief, nor is it°’a proféessi6naicbriefes It 
was a brief prepared by two members of the 
Executive of the British Columbia Bond 
Dealers Association. It briefly comments 
on a few points that we thought would be 
particularly applicable to the smaller 
dealers of the British Columbia and which 
might not be covered in the larger brief and 
probably more complex and lengthy brief of 
the Investment Dealers Association which you 
will be receiving at some later date. I might 


comment, however, most of the members of the 
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British Columbia Bond Dealers'Association 
are also members of the Investment Dealers'! 
Association, and therefore will be parties 
to that other brief. 

In order to present it, Mr. Chairman, 
if itsvis.your,wish,.I.will.read.it to you .first., 

THE CHAIRMAN: Very well. 

MR. WILLIAMS: This brief is directed 
to some of the problems of conducting an 
investment business in British Columbia. 
ie Bank of Canada 

(a) Trading of the Bank of Canada is 
complete by 3:30 p.m. Eastern Standard 
Time... The Bank will trade to.5 p.m. Eastern 
Standard Time with western dealers. The 


only, information, pertaining to this trading 


by the Central Bank, that is available locally, 


is through branch,.offices..of,.eastern 
dealers, through direct long distance 
contact with dealers in the Toronto-Montreal 
area and through the action of the Canadian 
bond market. 

This lack of information makes dealers 
reluctant to risk too great an inventory 
in bonds and thus does not assist the 
Bank of Canada in the establishment of a 
more national money market. 

It is suggested that. the local agent 
of the Bank of Canada have a trading 
department and be authorized to trade in the 
same manner as in the Torpnto-Montreal area 
and that the period of trading be so timed 


that it is during business hours from 


coast to coast. 
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1 (>) Movement of Funds - Through 
2 evolution, the financial centers of Canada 
3 have become established in the large 
A institutions located in the Toronto-Montreal 
; area. Investment monies, available in these 
institutions, have originated in other parts 
a of the country. The cost of local dealers 
? doing business in these centers is increased 
8 owing to the cost of the movement of funds. 
9 Some arrangements could be made whereby 
10 either through the Bank of Canada or through 
11 cooperation with the chartered banks, par 
12 privileges could be established. Bank of 
Canada presently move bonds by wire - 
= funds in size could be moved in a similar 
i fashion. 
15 eae Chartered Banks 
16 (a) There is a strange unanimity of 
17 borrowing rates of all banks. Borrowing 
18 by dealers is not on a competitive basis 
19 at all. Many other industries are able 
to negotiate a rate of borrowing dependent 
on the reputation of the security offered. 
a Investment dealers offer the best hypo- 
22 thecation, a minimum of administration to 
the banks, but no matter what their own 


reputation, are unable to negotiate competitive 
rates. The rates are set by the banks and 

are all the same. 

(b) Daylight overdrafts should be on an 
hourly or half hourly basis instead of on a 
daily rate. Present charges are 1/250 whether 
for ten minutes or five hours. The rates 


of the banks are all the same. It is 
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Suggested that a rate of 1/1000 per hour 
would be more desirable. 
(c) 6% ceiling on chartered bank loans 
Should not be increased. This present 
ceiling provides ample room to negotiate 
below that level and should be rarely 
employed. Borrowing above this rate could 
jeopardize the development of the country 
through increased failure of companies 
both large and small. It is apparent 
that the chartered banks are able to 
attract savings accounts at their present 
rates as is evidenced by the increase in 
reported savings, new branches and bond 
holdings. 
Investment Dealers 

New issues are offered through Banking 
Groups and Selling Groups. Clients of 
dealers not in these Groups are prevented 
from purchasing the security at the issue 
price unless they approach a dealer in one 
of these groups. It is very difficult for 
a dealer not in these Groups to gain entry. 
Similarly, new issues such as recent 
Province of Ontario, Quebec, Metropolitan 
Toronto and Manitoba Telephone - in spite 
of the desire of individuals to purchase 
these bonds through even branches of houses 
which are in the Banking or Selling Groups, 
if large orders are available through the 
financial institutions in the Toronto-Montreal 
area, people in British Columbia are denied 
the opportunity to purchase. 


We appreciate that the underwriter 
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1 is desirous of being relieved of the 
2 liability undertaken as rapidly as possible, 
3 at the greatest profit to himself. This 
P is a result, historically in Canada, of the 
underwriter also being involved in 
: distribution. It is to be hoped that at 
: some time in the future these two functions 
7 might be separated. 
8 We suggest that for all non-competitive 
9 underwriting, efforts should be made by the 
10 underwriters to develop a coast to coast 
1 distribution. Dealers in the different 
areas should have the opportunity to 
develop retail demand in their areas and 
=! have an opportunity to participate. It 
* is appreciated that this would take time 
15 and effort to materialize to the point 
16 wherein the underwriters would have knowledge 
17 of and confidence in the dealers asking 
18 for participation and their ability to 
place. This could be established similar 
as to the method presently in effect for 
wf distribution of Dominion of Canada issues 
“ig by the Bank of Canada. The Bank of Canada, 
22 by offering part of the issue firm to 


recognized dealers, inviting to apply on a 
maximum basis for the balance and asking 
for record of distribution following 
delivery date, have developed records 
wherein they know, what dealers are 
interested in, and to what extent the 
dealers have the ability to place the 
issues. A copy of a draft prospectus 


should be available to the dealers being 
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1 offered participation. 
2 Such a method of offering new issues 
3 would result in much wider distribution 
: of the security and greater participation 
by the peopld of Canada as a whole; 
$ That is our presentation, Mr. Chairman. 
6 One of the authors of the brief -- and I mentioned 
7 there were two -- is present with me, and if 
8 you have any questions I am sure that he or 
9 Ii.will.be very glad to attempt to answer 
10 then. 
fe THE .-CHATRMAN: « And ~with syou eis: (Mr. 0. .? 
MR. WILLIAMS: Mr. Warring Clarke. 
ae THE CHAIRMAN: .As to paragraph 1(a) 
ad in the brief, are there are any questions by 
14 any members of the Commission? 
15 COMMISSIONER MACKINTOSH: Mr, Chairman, 
16 before we touch on paragraph 1, I wonder whether 
17 for the record Mr. Williams or Mr. Clarke 
18 would care to say something about their 
association -- the qualifications for ne mber- 
- ship in it, bylaws, which provide for the disciplining 
“ of members, provisions as to audit, and perhaps 
21 something about the extent of the market which 
22 the association serves? 
23 MR. WILLIAMS:. Yes, sir... The‘ British 
24 Columbia Bond Dealers' Association is in about 
95 its 51st year; it is an old association. The 
objects are very similar to the Investment 
- Dealers! Association, and are included, not 
- as part, but as Appendix 2 of the brief. It 
a6 has certain financial requirements of minimum 
29 working capital included in the bylaws, a 
20 minimum working capital of $10,000 for any 
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one company. A provision is made for 
audits of those companies except those who 
are members also of a recognized stock exchange 
or of the Investment Dealers! Association where 
the capital requirements are as great or 
greater than required here and where audits 
are undertaken periodically as well. Does 
that give you a complete answer? 

COMMISSIONER MACKINTOSH: Yes; and 
the discipline? 

MR. WILLIAMS: There are provisions, 
as noted in the objects -- no: The ethics of 
the business are indicated in the objects, 
of course, and provision is made for certain 
disciplining action. Historically, it was 
only last year that one member of the Association -- 
and , of course, I would not at this time like 
to mention any names -- was called before 
the Executive on a matter of discipline and 
was reprimanded for that. It was not a 
serious matter, but the Executive of the 
Association is quite well aware of the 
importance of maintaining a high standard 
of ethics in the investment business and is 
prepared when necessary to take such 
disciplining action as may be required. 

COMMISSIONER MACKINTOSH: Yes, I 
think that covers it. Do members have any 
difficulty meeting the minimum capital require- 
ments? 

MR. WILLIAMS: I have not heard of 


anybody having any difficulty in recent years 


at all; sir. 
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1 COMMISSIONER GIBSON: Would you care 

2 to say something about the extent of the 

3 market here for securities, for bonds in 

4 particular, and how big it is? I know you 

: cannot give exact figures, but perhaps you 
could give us an impression. Who are the 

: main buyers? Are any of the parts of the 

7 money market -- I assume you have some big 

8 corporations who act as the east money banks? 

9 MR. WILLIAMS: I think I will ask 

10 Mr. Clarke to answer that. 

i MR. CLARKE: I shall attempt to do 

‘3 this as well as I can, sir. You must understand 
before I say anything that this will be more 

: a personal comment from my own experience, 

i¢ and I would ask that I be not speaking 

15 specifically on behalf of the organization, 

16 but just giving my personal comment of the 

17 market. 

18 The market is not large here at 

19 the present time, and our idea in attempting 
to put these thoughts together was that 

i this market could be developed with the 

_ assistance of some of the thoughts that we 

-s have come forward with. The main buyers are 

23 not in this market. The life insurance 

24 companies -- we do not have, really, any here. 

25 However, dealers here are interested -- and 

2% I think it was referred to in this brief -- 
that money is developed within this area, 

: and the fact the money is funnelled off to 

” the Canada Life in Toronto or the Sun Life 

29 


in Montreal, and these people in turn are 


30 making purchases of securities, and then a 
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1 certain amount of that business will come 
9 back into this area, and should be supported 
3 through the security dealers in the Vancouver 
‘ area. By and large, though, there are no 
very large institutions buying securities 
; in the Vancouver area. 
4 COMMISSIONER GIBSON: You have some 
7 big companies and quite a lot of well to do 
8 people? 
9 MR. CLARKE: Yes; I am assuming 
10 this is an obvious source. 
in COMMISSIONER MACKINTOSH: How about 
pension fund? 
12 
MR. CLARKE: There are a great number. 
There are also a great number which are dealt 
4 with through the east -- again, which really 
15 belong and have their source in British 
16 Columbia. Certain trust companies, for 
17 example, if I have been told the correct 
18 interpretation, do have a large part of their 
i investment of these funds done for them at 
head office, for example, and this does mean 
i that «in the case of ‘*an Ontario issue, or 
a something like that, possibly the commitment 
22 for the entire range of ‘the ‘offices of the 
23 company from coast to coast would be made 
24 in one central location, and we do not see 
25 any of that business at all here. 
26 COMMISSIONER LEMAN: Could you 
explain, Mr. Clarke, a little bit about the 
a movement of funds you just referred to? Despite 
a operations in, say, the head office system, 
29 


if there should be an investment in the 


30 securities of a substantial B.C. company, 
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those funds would be invested from head 
office, nevertheless, is your view? 

MR, CLARKE: I am saying again, if 
I have been told correctly by a local branch 
of a major trust company, we go to them, for 
example, and say any interest in Ontario -- 
although there are large interests in Ontario, 
and major funds are being looked after from 
the east, and we have only odd bonds we are 
buying, and yet that money is being contributed 
in British Columbia, serviced in the east, 
and we as local dealers are not seeing any 
profit from that, I suppose is the answer. 

COMMISSIONER BROWN: Does this apply 
to all the trust companies? 

MR. CLARKE: I would think not, Mr. 
Brown. Il am thinking of one or two in particular, 
though: some seem to buy more, in my experience, 
than others. Some seem to buy very little 
merechandisS:e in this market for companies 
that they look after in this market. 

COMMISSIONER MACKINTOSH: What would 
be the situation with regard to B.C. bonds? 
Would these still be handled through the head 
office, or local bond dealers? 

MR, CLARKE: We have had a peculiar 
set of circumstances here in B.C. bonds. Really, 
we have been doing most of the British Columbia 
work here because of the particular type of 
bonds that have been offered. The parity 
bond has been confined pretty well to 
British Columbia. However, this has also 
been more of a retail bond as opposed to a 


large wholesale bond -- and a limit on the 
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number of bonds available to any one 
purchaser, There has been an active attempt 
to distribute the securities within the 
province of British Columbia, and I think 
with fair success. 

COMMISSIONER LEMAN: To expand more 
on this movement of funds you have referred 
to, would you hazard a guess as to whether 
British Columbia is a net importer of true 
funds for long-term investment from the 
east of Canada, or the other way around? 

MR. CLARKE: If British Columbia 
is, a net importers: .? 

COMMISSIONER LEMAN: Of capital 
funds? Would you say it is a net importer 
of capital funds? 

MR. CLARKE: I don't quite get that, 
but what I think we are saying here, if I 
may attempt to clarify it, is that in an 
attempt to build up the market here a.lot 
of money is being funnelled in, let us say, 
from insurance premiums -- hundreds of thousands 
of: dollars -- which in turn are being sent 
to the head office of an insurance company, 
and those funds are being used to purchase 
securities in the market. Where the movement 
of funds becomes a problem to the dealer in 
Vancouver, he can have -- may I just take 
any insurance company -- it makes no difference -- 
in the Toronto area: If a small dealer here 
were able to negotiate a sale of $1,000,000 
of government of Canada securities with a 
dealer in Toronto, he can have the securities 


delivered in Toronto through the Bank of Canada 
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at no cost, but. the transportation of his 
funds is subject to a tariff which makes 
it virtually impossible for him to deal in 
that market in competition with people on 
the spot, and yet this is money that has 
theoretically been accumulated in the B.C. 
area and) is: being used in Toronto or the 
Montreal area. We in turn, do not get, by 
and large, a portion of that business because 
of the additional cost involved in the ship- 
ment of the money back -- not the securities, 
but the money itself. 

Large firms, for example, are in 
competition to his rather small shipping 
balance whereas the local dealer -- and 
there are any number of them -- does not 
have a branch office in Ontario, for 
example, to use to buy funds from and-he 
might have $50,000 or $100,000 they will 
ship back and possibly has a big balance 
and in the case of the British Columbia 
dealer dealing in the east. he ships the 
entire balance back. 

THE CHAIRMAN: - Have you any 
solution to this problem to suggest? 

MR. CLARKE: The solution has 
been vaguely offered, sir in the -- may 
L.read? 

THE CHAIRMN: Yes. 

MR, CLARKE: 

"Some arrangements could 
be made whereby either through. the 

Bank of Canada or through co-operation 


with the chartered banks, par 
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privileges could be established. 
Bank of Canada presently move bonds 
by wire }.. " 
We feel that the shipment of funds might 
equalize that problem. 
DR. MACKINTOSH: In other words 
you would like to have it payable at par? 
MR. CLARKE: If that were possible. 
COMMISSIONER MACKINTOSH: Anywhere 
in Canada except the Northwest Territories. 
MR. CLARKE: If that were suitable 
our problem would be solved or that problem 
would be solved. 
COMMISSIONER BROWN: I think I would like to 
ask a further question along the line of 
Mr. Leman's. Have you any information on 
whether on balance British Columbia is a net 
importer of capital or a net exporter? Tam 
not talking about the day to day problems of 
par’ privileges but you mentioned the problem 
in British Columbia with the insurance 
companies. Do the insurance companies 
invest in British Columbia capital more than 
they take out of British Columbia or is it 
the other way around or have you any opinions 
on that? 
MR. WILLIAMS: This is 2 good point, 
Mr. Brown. I doubt if any of our members have 
ever made a thorough study of that but I should 
hazard a guess that the insurance companies 
probably invest a great deal more in the east 
than they do in the west of the funds that 
they earn in the west having their head 


offices in Toronto or Montreal or whatever 
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the case may be but unfortunately, as I 
mentioned, this is an amateur's brief and 
was not prepared professionally and we did 
not make a thorough economic study of all 
these matters but there are certain problems 
there that deal primarily with the local 
dealers of British Columbia. Hazarding a 
guess I would think far more funds could 
be invested in British Columbia in comparison 
to the monies that were earned by these 
institutions. 
COMMISSIONER LEMAN: This is singling out 
insurance companies but would you think the 
savings of the British Columbia people are 
greater than the total capital investment 
in British Columbia of companies by direct 
security investment et cetera? 
MR. WILLIAMS : The bigger bank accounts 
are probably provided by, say, the bigger of 
bank whose 
those/investments are probably by head office 
and not the local office. So that would 
add to the picture I mentioned before as far 
as insurance companies are concerned. Whether 
the banks are investing in this way or idinsurance 
companies by way of mortgages in British 
Columbia, more capital in industry in British 
Columbia which would balance up, that becomes 
a problem of economics which I am afraid we 
are not prepared to answer very intelligently. 
COMMISSIONER MACKINTOSH: Do not 
British Columbia businessmen require a loan 
to carry on their business? 
MR, WILLIAMS: I think we are getting 


out of our depth there. I am sure they 
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do. I was just thinking I find that if 
I may go back to the insurance companies I 
think also the chartered banks are very 
interested in investing as much money 
as they possibly can in the area of originating 
and as such would purchase, for example, British 
Columbia bonds or bonds from the area -- municipal 
bonds and so on and they certainly are most fair 
in their selection of apportionment of their 
funds on a basis of where the money is 
derived. This is opinion again but I have 
had a small amount of experience that they will 
apportion money. 

Our problem is if they decided in 
Toronto to buy bonds in Chilliwack, how do 
we get our money back here without paying 
the chartered banks? 

COMMISSIONER MACKINTOSH: I would be 
very surprised that this outgoing progressive 
provinee saved more than it invested. 

COMMISSIONER GIBSON: This province 
has grown faster than any province in Canada 
and has had a great capital deficit. 

MR. WILLIAMS: I do not. think we 
try to make that claim in our brief or in 
our answer that there is more British 
Columbia money going out of the province than 
coming in. We are concerned primarily with 
the problem of the smaller dealer trying to 
gell securities and being able to get their 
money shipped from the east at par privilege. 
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me out of my depth. Mr. Clarke may be able 
to answer. you very intelligently in that 
regard. 

THE CHAIRMAN: Any more questions 
on this general question? Then, shall we 
go to paragraph 1 of the brief? Any questions 
arising from that? 

COMMISSTONER BROWN: I was wondering 
if we could get some comment about the last 
section of that paragraph when you suggest 
that: 

"Vas bhee Bank of Canada 
have a trading department and be 
authorized to trade in the same 
manner as in the Toronto-Montreal 
area and that the period of trading 
be so timed that it is during business 
hours from coast to coast". 

That would involve operating in Ottawa from 
8 in the morning, until 8 at night. Is that 
the suggestion? 

MR. WILLIAMS: Or give authority 
to the local manager of the Bank of Canada to 
trade bonds up to a certain amount at least 
for the balance of the business day in the 
same way that branch offices of eastern firms 
are permitted to trade bonds, say, from local 
offices for the balance of the day after 
their head office at Toronto or Montreal 
may be closed. Our suggestion is that the 
Bank of Canada also be permitted to maintain 
their trading department and make trades to 


local dealers up until the close of business 


in British Columbia. 


side ed ysm ovislO .aM- uddqeb yr Fo! duc 
tedd at dics rev yoy towers ‘od 


i ee lige basset |e 
‘| . enoiteeup ovem yrl -MAMAIAHO HHT ls 
4 ow fiene .wetT Tnoiteoup Lstensg aids mo | 
| anotdeeup YA Stetud edd “to £ riqsigsisq oF 08 - 
| Sdend wiott sntatas 
i. a antzebaow esw I :VMWOAE ATMOTe2IMMOO. ° | 
“4 test odd duods tremmoo emoe dex bluoo ow Tf 8 rs @ 
dee_gua voy defw dqstastsq Jsdv to noftoge io 
| : rdsdd for mf 
sbens) to Hash odd vy. ." | re es 
i 
> ed bas tnemdusqeb gnibsit & sved*< Isr 
ense ont at ebsit of besfronyus - ; 


[ssadnoM-otdnoreT sd¢ nf as tonnsn 

antbsis to boftey oad teat brs sets” 
eeentard antaub et Ji Jedd bomid oa od 
"ge800 od deboo mot? eruod 


mort aweddO at antdeisqo svfovat bivnow janT 


$sdt el wddeta ts 3@fiisay gainiom gad af -8 


& 


Snottseggue ont 


a) 
ine 


7 = ee er * 


ysiuedsus ovis 10 :CMATIIIW 17M 


6d sbensd to Nas@ ont to teagsnsm Lsoo0l sedi od 


ot 
-~ 


rs RaRR RR RR 


dasol gs ¢davoms nitsdxeo Ss od qu abnod obsid 
eft at yeh eeontaud sat to sonsisd eat tot 


emiit avredess to esotito fonsid tsdd ysw emse 


: fso0l mot? i,yse .sbnod ebsid of beddimireq 91s 


atevis ysb sdd to sonpisd ont 10% esdi Tio 


Lssidno0M to odnosroT $8 soltto posed afedd 
edd tedt af notszogaue 180 
atstatem of beddinreq od oafs sbsard to Ansa 


.besnols ed yen 


Nethercut & Young = BO = 
Terente, Ontarie 

THE CHAIRMAN: Part of this portion 
of your submission deals with the disparity 
of time between the east and the west and the 
difficulties resulting from that. What do 
they do in the United States -- San Francisco, 
for instance? They must be up against the 
Same sort of problem there. Do you know how 
they solve it or whether they do solve it? 

MR, WILLIAMS: The Federal Reserve 
Banks in the United States -- the Federal 
Reserve Banks, as I understand it, in San 
Francisco and in the mid-western states do 
not have the same problem. The Federal Reserve 
Banks as such I do not think have the same 
setup as the Bank of Canada that in itself 
makes the market. I am not too sure of that. 
But certainly the central banks in the United 
States have their offices in various parts 
of the United States so the problem would 
therefore be solved at that level. 

MR. GIBSON: You suggest, Mr. Williams, 
that if the Bank of Canada were open this longer 
period or, say, the trading department out here 
the dealers would carry larger inventories 
making more of a market? 

MR. WILLIAMS: As I understand it 
probably our own firm it would not affect but 
as far as some of them are concerned I am told 
it would definitely make it much more logical 
for them to maintain a larger inventory and 
therefore be prepared to also broaden the 
market for Government of Canada bonds. 

COMMISSIONER GIBSON: Do they carry 


much in the way of inventories now? 
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MR, WILLIAMS: That would vary 
considerably. We are told by some firms which 
carry fair sized inventories that they probably 
would increase substantially if the facilities 
were available for the full business day. 

MR. CLARKE: This rather seems a 
chicken and the egg approach in a sense. Certainly 
there seems no doubt that business would increase 
if their facilities were available. 
COMMISSIONER BROWN: We understand that there 
are representations from elsewhere that the 
Bank of Canada should not trade in long-term 
bonds but should restrict its trading to 
treasury bills only. Have you any comment 
on that? That would of course wash out this 
suggestion of yours. Have you any comment 
on that point? 

MR. WILLIAMS: It would seem to balance 
up things for all dealers then. . That opinion 
is without studying too thoroughly. At the 
present time the eastern dealer has the full 
business day in which to trade and the western 
dealer has not and in the view of the British 
Columbia Bond Dealers that is a fact we were 
trying to point out oto the nCommdsasion. 

THE CHAIRMAN: Then, we move to 1(b). 
I think that has pretty well been dealt with. 
There are no further questions on that aspect? 

Then, 2, chartered banks. Any 
questions on that? 2(a). 

COMMISSIONER BROWN: There might be 
one question, Mr. Chairman. Have you any 
idea of the extent, if any, that the members 


of the British Columbia Bond Dealers are 
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borrowing from the so-called near banks and 
at a lower rate than the chartered banks? 

MR, CLARKE: I can only say on behalf 
of our own firm that we have availed ourselves 
of the opportunity from time to time -- not 
by very much, I think the feeling, if I 
can express my personal view, is that these 
other near banks do not have the depth that 
we require and we are reluctant to borrow 
at cheaper rates which are available and 
have been advertised as such to us because 
we just have never had any real experience 
with them before and we do not know that that 
source would be taken away from us and whether 
the chartered banks that we are dealing with 
would be just as happy to do business with 
us again if the other source was taken away. 
We don't know. The fact is that we have been 
offered money from, say, so-called near banks 
at lesser rates that we are paying to the 
chartered banks for the same securities. It 
is a very inviting and appealing kind of thing 
and we have been concerned about whether we 
should do anything about it. We have been 
feeling our way. 

COMMISSIONER MACKINTOSH: Aside from 
the so-called near banks are there offerings 
from other corporations, industries and so on 
who want to keep their money active? 

MR. GLARKE: Not very long ago, to 
answer your question, there was a circular 
I understand in talking to other dealers 
offering funds against certain collateral 


there being different rates for different 
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1 types at very much reduced rates than the 
2 rates we are currently paying. 
3 COMMISSIONER MackKEEN: You say here: 
4 "Investment dealers 
offer the best hypothecation, a 
; minimum of administration to the 
e banks, but no matter what their 
7 own reputation, are unable to 
8 negotiate competitive rates". 
9 MR. CLARKE: Yes. 
10 COMMISSIONER MacKEEN: Does not that 
rr perhaps result from the fact that the rate that 
you get is generally the preferred rate with 
‘6 any of the chartered banks; in other words, 
” you get the benefit of the best rate available 
oa anywhere? 
15 MR. CLARKE: Well, sir, we do not 
16 feel that because there are near banks who 
17 appear to be in business to give us 
18 accommodation at lower rates and our feeling, 
of course, is that from the standpoint of the 
. bankerjefirstrof all, there should be different 
_ types of investment security used. Someone 
21 


else's firm is in better standing than my firm 
which is a relative newcomer to the field and 


yet all these rates are the same to all of 


US. 


COMMISSIONER M@0KEEN: Would not it 
depend on the type of collateral you offered? 

MR. CLARKE: It does basically, yes. 

COMMISSIONER MaeKEEN: And the reason 


you would hesitate to deal with the near banks, 


So called, would be that they could have 


funnelled today and tomorrow they might not 
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whereas you get a steady source of supply 
as you need it from the chartered banks? 

MR. CLARKE: Yes, that is correct, sir. 
We would have a situation, if I may explain on 
that, where so far as the chartered bank is 
concerned where we would have no problem. 

By and large we are in his building or very 
close and as long as the collateral is there 
and as long as the money is there which he 

can check in two seconds he is prepared to 
lend us the money and at the established rate. 
What we are pointing, outcvAs that. there, daes not 
seemsboube any cdifference at all. You cannot 
borrow from one chartered bank any cheaper 
than another. There is this unanimity of rate: 
structure among all the chartered banks on 
borrowing. 

COMMISSIONER M@acKEEN: May not that 
be because you get the minimum rate? 

MR. CLARKE: We like to think so 
but because we have been offered money at less 
we wonder, sir. 

COMMISSIONER LEMAN: Do you have 
access to the Bank of Canada against certain 
types of security? 

MR, CLARKE: I am really not qualified 
to answer that. I think you have reference to 
the ow peoplelce on day to day money, is that 
correct? 

COMMISSIONER lit CKEEN: Yes. 

MR. CLARKE: No, we do not have it. 


T- do not.think there.is)a dealer in Vancouver 


that does that. 
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1 COMMISSIONER MackKEEN: From what you said 
2 it seems to me that the reason you stick with 
3 the chartered banks is that you get better 
; service from them under the circumstances. 

You can.rely upon getting your money quickly 
2 when required and you do not have to worry 
. as to whether the bank will have the money 
7 available for you in the way you might expect 
8 of some of the near. banks. You may be able 
9 to get one loan with them and not be able 
10 to renew it and then have to go back to 
i" the chartered bank and the service is worth 

something. 
12 

MR. CLARKE: That is correct. 

, THE CHAIRMAN: Isn't that the reason 
14 that. you stick to the chartered banks? 
15 MR, CLARKE: I think it is very much 
16 a very recent innovation, this near bank, It 
17 could be that these funds would be available 
18 over a period of time. I really do not know 

where those funds come from by and large. 
i THE CHAIRMAN: With the sort of 
a business you carry on I would think you would 
aa need to deal with some organization which gives 
22 you prompt treatment? 
Zp MR. CLARKE: Yes. 
24 THE CHAIRMAN: And most of these near 
25 banks deal in longer term Loans of one kind 

md another -- mortgages, et cetera, a different 
. type of business, isnt Lt? 
- MR. CLARKE: That,is quite correct, sir. 
~ I think what we are really talking about is the 
29 


non-competitive approach. 


—s THR CHAIRMAN: You think that, of course, 
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because you have the lower rate of interest than 
the others? 

MR, CLARKE: We know that our business 
is on a straight competitive basis. We can 
offer bonds at such and such a price today, 

If anyone else can offer bonds at less money 
we won't get that business and yet when we 
come to borrow money from the chartered bank 
System and give them some security which we 


have been doing for years -- they know our 


capital position, they know our liquidity 
position, they can find out in a moment, 
We do not seem to be able to break through 
this barrier in any manner at all. We have 
twice as much capital as another firm, for 
example, and the risk is not as great. 
COMMISSIONER LEMAN: Are you suggesting 
they pay particular attention to the collateral 
put-up; that cis, as tocthe firm's position? 
MR. CLARKE: The collateral is pretty 
WELL basic). OLl.am thinking of the firm's position 
itself, how long they have been in business and 
what business they do, their capital position, 
that is pretty well known to the bank. 
COMMISSIONER LEMAN: Do you feel that 
there are not normal market influences that 
would bring about the equalization of rates 
even if there is, as you suggest, a non- 
competitive position now? In other words, how 
long can you sell grade A eggs at 2 cents 
below the neighbouring store? 
MR, WILLIAMS: I think the point 
there is that soe tee you do find a 


neighbouring store that will offer them a 
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1 little lower. If you go to buy gasoline 
2 every station has the same price but 
3 occasionally there is price war because of 
4 competition. There has never been to our 
: knowledge any such competition in the banking 
field. True, it should eventually balance 

: out and they will all eventually end up the 
7 same. Maybe they have not had the same 
8 opportunity as some other types of business. 
9 The point we make is that there is never 
10 any variation. 
1 THE CHAIRMAN: Perhaps they are down 
ne to rock bottom now. 

COMMISSIONER BROWN: Is it possible 
- that the competitive factor comes into it 
ae through the recognition of the stabilized 
15 form or the amount of actual capital a firm 
16 has, the length of the loan, the credit of your 
17 firm -- you have a line of credit of $500,000 
18 on Canada's and another firm has a line of 
- eredit on $100,000? 

MR, CLARKE: I think that would have 
anveffect, yes. 
ae COMMISSIONER BROWN: There is a 
22 difference then? 
23 MR, CLARKE: I think there would be. 
24 I can only assume that it would make good 
25 common sense that there would be a difference, 
6 yes. Our line of credit, I know, in our firm 

has been increasing steadily. 

, COMMISSIONER MACKINTOSH: Aren't you 
a a little inconsistent in arguing the competition 
29 


here in suggesting that the maximum rate of 6% 


30 be maintained and that there be no competition 
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at the upper end? Would not the consistent 
thing be to say: "Let us have a competitive 
rate therefore and each take the maximum 
rate off and let the market settle?" 

MR. CLARKE: I think that is a particularly 
good point, sir. 

COMMISSIONER MACKINTOSH: All right, 
the Commission will note it. 

COMMISSIONER LEMAN: Similarly, Mr. 
Clarke, would you argue also that stock 
exchange commissions should be competitive, 
that people should shop around for who will 
do the kind of action the cheapest? 

MR. CLARKE: I think whether that 
becomes a part of an association -- 

COMMISSIONER MACKINTOSH: I think 
the answer to Commissioner Leman"s question 
is that this is the business that bond 
dealers arel.in. 

MR. CLARKE: This, I think, could 
be said of just about every business in this 
way. You elect to go into it and take your 
chances. 

COMMISSIONER MACKINTOSH: I did not 
mean that, but bond dealers who will give 
you the best quote. If you are not in a 
stock exchange operating on a fixed market, 
once in a while you do get a better quote. 

MR. CLARKE: The business of the 
stock exchange is that it is not a matter 
of inventory. You are merely accepting an 
order on behalf of a client and funnelling 
that through. Your working capital is 


merely used for one or two days in order 
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1 to effect delivery, whereas what we are 
2 talking about on the bond markets -- an 
3 inventory position -- this is our business: 
. using our money, buying at a price we think 
is correct, with an attempt to sell ata 
: higher price. 
6 COMMISSIONER LEMAN: I only mention 
7 it because there have been some people 
8 Suggesting bonds should also be traded on 
9 exchanges. 
10 MR. CLARKE: I think.so far as 
rr the brokerage price. is concerned, this is 
quite right, sir. This does not answer the 
zi whole question because someone else's firm 
= might have bought securities at a lower 
14 price and been able to offer a lower price 
15 than I even though there was a suitable 
16 mark-up after the price is determined. 
17 COMMISSIONER LEMAN: Under 2, do 
18 you think the matter of the daylight overdrafts 
is a matter of the length of time within that 
r very short period you are talking about as 
of to employment of funds by the banks? 
aa MR. CLARKE: We can visualize the 
22 possibility of banks, for example, using the 
23 funds many times over during any given day, 
24 making 1/250th, whereas if we acted)in a 
25 dog-in-the-manger style and.made a daylight 
be overdraft and the rate was 1/250th, and we 
say we are going to pay it anyway, why 
| 
deposit the cheque until 3 o'clock, and the 
~ banks can effect delivery of our securities 
ad and receive the cheque in payment for the 
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securities which we borrowed from the bank 
on a day by day basis, let us leave the thing 
until 3 o'clock in the afternoon and we will 
not let the bank use that money over again; 
but if we replace that money with the bank 
at 10.30 in the morning, the bank would 
have an opportunity of repeating that same 
process again as often as they could during 
the working hours. 

COMMISSIONER LEMAN: Is there ‘a 
tendency for daylight loans to be asked for 
at the opening of business on a day? 

MR. CLARKE: I would say you know 
pretty well whether you are going to need a 
daylight loan when you first start business 
that day. You know if you have delivery 
coming incsand whether cit:iisygoingvto be.crequired, 
and you are going to need funds. If we borrow 
the money and pay it back in a hurry, and the 
money possibly available again, we feel there 
is some discrepancy. 

MR. WILLIAMS: I believe there is 
some possibility in this, Mr. Chairman, that 
the banks could gain something from it as 
well. Unless I am mistaken, I understand 
the system is that the overdraft charge is 
on the maximum debit in the day, and in view 
of the particular circumstances some may 
add a million dollars to what is coming in 
and will effect that delivery for different 
times -- particularly so with four aifferent 
clients. In other words, they would take 
delivery of a quarter of a million at one 


time and pay that back for a quarter of a 
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million again, whereas the banks, in effect, 
would get their interest on that quarter 
of a million, whereas if it was at this 
other rate the dealers would not go to:that 
extra trouble; but the banks would not take 
that extra trouble of having to float different 
loans. I do not do the banking in my firm, 
but I understand that is the case, and they 
can break it down and be charged at the 
maximum balance. So, there are advantages 
for the banks as well. 
COMMISSIONER BROWN: There is one 
sentence in paragraph 2(c) in commenting 
about the 6% ceiling where you state: 
"Borrowing above this 
rate could jeopardize the develop- 
ment of the country through increased 
failure of companies both large 
and small." 
Would you like to comment about this? 
Do I understand there are a number of companies 
now that borrow from hear banks and finance 
companies at higher rates than 6%, and are 
they failing? 
MR, WILLIAMS: I think probably what 
the authors thought there was more or less 
of a generalization, that the more a company 
has to pay for its money the less they will 
make, and the less opportunity they have 
of succeeding. If it is a marginal operation, 
1% extra cost on money might make the difference 
between profit and loss. It is not a thought 
that was debated very much at the executive 


meeting. As a matter of fact, the whole thing 
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was done in a hurry, and some thoughts are 
in here that possibly should have had a 
little more debate, but I would suggest 

it was a generalization on that particular 
aspect of the matter, that the more you 
pay the less chance you have of making 
money. 

COMMISSIONER LEMAN: There are 
suggestions by others to the effect that 
business is a little insensitive to interest 
rates at these levels due to the effect of 
income tax deductibility et cetera, so 
it is hard to see how the extreme view you 
suggest here can be reconciled with this 
argument about insensitivity to interest 
rates within certain limits. 

THE CHAIRMAN: Are there any 
further questions on (c)? 

We will proceed to item No. 3, 
"Investment Dealers". 

COMMISSIONER LEMAN: On 3 I would 
like to ask a question and have comments by 
the B.C. Bond Dealers Association about the 
way the large eastern firms perform -- a 
sort of a freezing out process. Could you 
describe how the B.C. Underwriters, if they 
get an issue of their own -- how do they 
proceed to distribute it? 

MR. WILLIAMS: It is an extremely 
good question. Unfortunately, the B.C. 
Bond Dealers do not get these large issues 
of that size. Even all the large government 
issues in British Columbia are pretty well 


handled -- the main syndicates -- by the 
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eastern houses. So, they are making their 
own rules as far as British Columbia issues 
are concerned. As far as the smaller local 
industrial issues are concerned, the issue 
is so small that probably your eastern 
dealers are not too interested in any case, 
but I think in your very large underwritings, 
Iean't think of any, actually, of a local 
large issue that has not had an eastern firm 
as head of the syndicate or part of the 
Syndicate. So, that issue does not arise 
on a quid pro quo -- they treat us like that 
so we have the opportunity of treating them 
like that. 

COMMISSIONER MACKINTOSH: What would 
be about the maximum limit that would be 
underwritten and distributed by the B.C. 
firms? We are talking about "large" and 
"small", and I do not know how large or how 
small. 

MR. CLARKE: . I think I should at this 
juncture say we are talking on behalf of many 
very large dealers too. I don't think we 
are talking of large and small here. We are 
not attempting to, in any case. I don't want 
it to get into that line of thinking. We 
are not against the large dealer in Ontario, 
because that happenes to be part of our 
organization, and if you will notice, the 
objects, the members of the association start 
off with A. E. Ames and go down to Dominion 
Securities, etc. -- very large eastern 
companies, and we are speaking for them, 


by the way, too. So, we are not in argument 
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against them. It is the system which has 
developed and grown up over a period of time 
where syndicates have been formed from 
non-competitive bidding, and a new firm, 
or a firm finds itself developing and becoming 
a little larger and having ten salesmen, or 
fifteen or twenty, has absolutely no opportunity 
to get into this type of business at all. 

THE CHAIRMAN: I know that to be 
so in certain cases. There is no doubt about 
that: Once the syndicate is established and 
it is relied upon, then if some other 
organization increases in strength and 
wants to participate, of course, the original 
members of the syndicate say, "We have got to 
give something away: Why should we". 

MR. CLARKE: That is right, and the 
Province of Ontario, and Ontario Hydro are 
very good examples, and my problem is, how 
do our clients participate in Province of 
Ontario or Hydro bonds? 

THE CHAIRMAN: It is a very difficult 
question, because every time that arose -- 

CTDOMMISSIONER BROWN: Perhaps Mr. Clarke 
did not recognize that you were, Mr. Chairman, 
for some time Treasurer of the Province of 
Ontario. 

MR; CLARKE: Yes, I am quite well 
aware of that. 

THE CHAIRMAN: ~We rode it through 
without having to make any changes, but I 
suppose they are still seeking some method 
of broadening these syndicates, and you rely 


on the syndicate and the syndicate does a 
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job for you that is competent and efficient, 
and is a better deal than you can make 
Otherwise. If you must open your doors 
and include everybody, then they say, "It 
is not in our interest to take the risks 
involved in this syndicate." 

COMMISSIONER BROWN: There is a 
question that arises out of that, and that 
is, do you think that the dealers would 
participate if they were offered larger 
participations but on a smaller profit basis? 
In other words, are they looking at their 
own profits or at the opportunity to service 
elients? 

MR. CLARKE: Again, I think we can 
only “speak from personal experience there, 
Mr, Brown. What I think is the most annoying 
feature of the present system is that when 
an Ontario issue does come we are virtually 
precluded from having any part in it. I 
have had the experience of being with a 
large firm in this business too some years 
ago, and it doesn't seem to make very much 
difference whether you are a large or a small 
firm: You don't get very much more with 
a large firm, but I think our idea is more 
thoroughly explained by suggesting a possible 
method of including good security dealers 
who have clients who would want this type 
of merchandize, by reference to the Bank 
of Canada's system which is reletively new, 
and I think, by and large, have met with 
the approval of all security dealers. Granted, 


they are slightly larger in concept, but, for 
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example, if I may refer again to the 
Province of Ontario, I think you would find 
very few differences. 

COMMISSIONER LEMAN: Your suggestion 
would seem to suggest that the Bank of Canada 
is in its distribution working for the 
government in placing government bonds and 
they want a good, reasonable distribution 
and access to this market, so its requirement 
that the large, say, eastern underwriters 
should pay attention to the British Columbia 
market, and come from the issue rather than 
from the dealers themsleves, don't you think? 

MR. CLARKE: Yes. 

COMMISSIONER LEMAN: No company 
anxious to see the stock was distributed in 
British Columbia, or become known here, 
or fixed debentures, would of its own 
initiative suggest underwriting from Toronto 
or Montreal if they could keep a certain part 
of the issue for this market. 

MR. WILLIAMS ; I think that is 
probably true, except there is a profit motive 
in there and the desire of the underwriter to 
get out from under his liability as rapidly 
as profitably as possible, and if there is 
an Ontario issue -- a $50,000,000 Ontario issue, 
and the insurance companies do not take up a 
very substantial portion of it, there will be 
very little available for the group members 
in British Columbia. If, however, the insurance 
companies do invest to the hilt and are not too 
interested, or if the underwriters have not 


priced it attractively enough to attract the 
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insurance companies, then an over-issue 
would be offered in fairly large size to 
the local dealers. That is part of the problem -- 
a well priced issue, you would get little, 
and a poorly priced issue you would get a 
very substantial portion, if not 100 per cent 
of what you applied for, whereas at the present 
time, taking Ontario again, and some other firm 
with 10 or 15 salesmen may apply for 50 or a small 
amount of Ontario bonds and receive a token amount 
of 5,000, whereas if the issue was not properly 
phaced-it. may: get the full 50. That is part 
of what the authors of the section were 
thinking of at the time. 

COMMISSIONER MacKEEN: Doesn't 
it happen, Mr. Williams, though in the central 
part of Canada that when there is a very 
quick moving issue that the institutions 
may apply for $1 million and may be cut to 
$4 million or $+ million or even less and do 
not yet their full allotment the same as you would 
out here? 

MR. WILLIAMS: I suppose if the 
underwriters are getting orders from 
institutions. in excess of the amount that 
they have they would have to cut everybody, 
of course. 

COMMISSIONER MacKEEN: Do you think 
that you get less than your portion as compared 
with the central parts? 

MR. WILLIAMS: Well, having heard 
comments from various dealers of the allot- 


ments they received after making an application for 
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a reasonable amount of bonds and then getting 
about $5,000 worth I Pomona nese to think 
that our case is right, that we do not get 
quite as good treatment as institutions 
who may be cut to a certain extent. 
COMMISSIONER LEMAN: Forgetting 
about east and west for one second -- and 
coming back to my first question -- how does 
an underwriter who gets what you might call 
a nice underwriting right here in this 
market, how does he distribute it, say, 
in this market? 
MR. WILLIAMS: I think probably 
in much the same way. That is, as far as 
the smaller dealers are concerned say that 
ABC’. investment firm,. a very large one, 
the branch office of a Toronto firm has 
the XYZ pipeline and that the pipeline 
immediately becomes a hot, attractive, 
glamorous issue that everybody wants. The 
ABC company underwrites this, they consider 
the possibility that the issue will be sold 
to British Columbia investors. It may 
be at the request of the government or by 
their own people. However, in their office 
they probably have 10 salesmen, there are 
other firms with 10, 15 or 20 salesmen and 
it works out that the 10 salesmen, each 
salesman will get ten times as many bonds 
as maybe one of the local firms who have as 
many or more salésmen so that the principia, 
as you see, will ensure that the local dealers 
are not to be given the same treatment; in 


other words, what we say, if that was delivered 
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1 

2 to the selling group or banking group or 

3 your clients do not get the bonds that 

4 are particularly well priced. Our suggestion 

5 for a solution to that is to do more along 
the lines that the Bank of Canada has done. 

§ The Bank of Canada will give our firm equally 

; as many Government of Canada bonds as some 

8 other firm who is doing more of that type 

9 of business because that is not the type 

10 of business that we may do and they have 

11 tried to,by.;experience and a study of the 

12 situation,, balance At, up... That. does. not 
apply as far as the underwriting of various 

3 things are concerned. 

i COMMISSIONER LEMAN: In view of the 

15 fair share concept how much would you leave 

16 to opinion and how much to fact? 

17 MR. WILLIAMS: The more you can 

18 do it with fact the better but the opinions 

10 I would undoubtedly have and if it was an 
opinion on the distributing power of the firm, 

a a soundly conceived opinion that would be 

44 very important. ee 

22 MR. CLARKE: May I points Sr aia b 

23 we are talking about non-competitive under- 

24 writing and as such we are not discussing 

25 really what a small firm might do by comparison 

6 with a large firm or vice versa. We are talking 
about -- may I take the case of Ontario where 

“4 there is no competitive bidding for Ontarlo 

2 bonds. It is one very large syndicate 

23 comprised of the great majority of dealers 

30 in the country and has worked out exceedingly 
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is something that they have studied and 
that since it has come out has worked well. 
Now, if we gather together in Canada.all those 
people who do not belong to the Ontario syndicate 
and went to the Province of Ontario there are 
too many big guns, I suggest, in the investors! 
syndicate to make it worth their while to 
talk to us and I would agree with them. They 
have only got so much time to spend on these 
things and if they are happy and they have 
got the majority in there, that is fine. 
The fact is that the Bank of Canada have 
come arpon-a concept of distribution for a 
non-competitive underwriting which seems to 
fill the bill. Security dealers in general 
are very happy, I think, with this broadening 
of the market which has developed through the 
Bank of Canada's efforts to go after the firm 
bonds and then have the local dealer in 
Vancouver, for example, take a trip to Ottawa 
occasionally and tell them in spite of how 
his reports have been made his business is 
going up and doing better and better but you 
get a little more share of this thing. We 
must recall that he has to make a report after 
each distribution showing how many bonds he 
had, where those bonds went, what he has done 
with them, have they been sold retail 
or if they have been sloughed off to a bank 
and it becomes quite an honourable system. 
We are talking again, I would point out, -- 
at least the thing that appeals to my view 


about this whole thing is the word "non- 
competitive". We are not talking about 
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1 anything that is of a competitive nature 
2 at all. 
3 COMMISSIONER MACKINTOSH: And would 
4 that include Canada's, the larger provinces 
and, what -- three or four metropolitan 
: areas? 
s MR. CLARKE: That is relatively 
7 correct, sir, yes. 
8 COMMISSIONER MACKINTOSH: It should 
9 not go down lower? 
10 MR. CLARKE: ‘Oh no. We are talking 
11 really about individual non-competitive 
Me situations. 
COMMISSIONER MACKINTOSH: It would 
= not include all the provinces, would it? 
i MR. CLARKE: I am trying to recall. 
15 I think Nova Scotia in recent years has 
16 called for competitive bidding on their bonds. 
17, I might be wrong. Manitoba, I do not think 
18 now, has a competitive situation. 
m COMMISSIONER MACKINTOSH: TI don't 
know, I was just trying to get the picture. 
- MR. CLARKE: By and large this is 
“ what it would encompass. 
a COMMISSIONER LEMAN: Mr. Chairman, 
23 could we talk a little bit about the second 
24 paragraph also? There seems to be an admission 
25 that maybe conditions are not quite happy for 
6 what the writers believe would be desirable 
development, the separation of the underwriting 
is function from the distribution function. By 
* what criteria would you measure the condition 
29 


that would rise to bringing this about? 
ei MR. CLARKE: In answer to this, I think, 
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1 it may turn out to be a long story. If I 

2 may think a second and try to make it short. 

3 This is internal, of course, and 

4 within the industry. Our business by and 
large, I think, is becoming more and more 

P a business of security analysis and having 

S people dependent on you to steer them properly 

7 and correctly. I think this comes about 

8 because of the advent of mutual funds where 

9 people seem very desirous to spend money 

10 and have somebody else take all the worry 

1 and concern. The great development of trust 
companies where a man will go in with a 

é certain amount of money and rather than 

#3 be bothered with it take it in there and 

14 have something done with it. Our business, 

15 it seems to me, is developing this way that 

16 we too are becoming more expert in particular 

17 fields and it is therefore one step further, 

18 which I think is coming, that the underwriting 

2 branch of the business and the distribution 
branch of the business will become wider apart 

e and I think finally the underwriters will be 

a working as wholesalers and the distributors, 

22 the people who are dealing with the public 


at large, will become the retailers. 

This, I think, is what I have in this 
suggestion in the second paragraph. The under- 
writer at the present time is involved in 
distribution himself too. He has retail people, 


he has Province of Ontario bonds that are going 


well and doing well. "Why give a profit to some 
firm (it does not matter where they are) where 


our own boys can handle the situation and do it 
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1 neatly and make money?" But it is necessary, 
2 I appreciate, and has not that much bearing. 
3 But as background it is what is happening. 
4 But the concept of the whole industry, I think, 

is coming apart from this concept and the 
P large underwriter will be not engaged so 
2 much in distribution from now on as the 
7 people who still rely on the retailer and 
8 this concept of the business is to a greater 
9 or lesser degree going on. But in England 
10 for many years you have the wholesale and 
Tr the retail end of: the business. 

COMMISSIONER LEMAN: But are there 

cz other certain measurements as to the arrange- 
ments and that sort of thing that would make 
14 the time ripe for such a: division? 
15 MR, CLARKE: I do not think I can 
16 answer that question specifically, no. Where 
17 it comes into what we are thallinids about again 
18 the non-competitive situation, if it is 
0 desired to distribute securities in Canada 

and have the public at large hold these 
securities, then something has to go some place 
= in this scheme of non-competitive situation 
22 and the Bank of Canada, I suggest, again has 
23 shown us a way in which to do this which -- 
24 let us be specific and say if the Province of 
25 Ontario has got an underwriting, and directed 
6 an underwriter to attempt to develop some scheme 

such as the Bank of Canada has done this would 
a bring in and make available for distribution.some of 
- these securities dependent on what an individual 
29 


firm can do. 
= COMMISSIONER McKEEN: Mr. Clarke, 
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in referring to the Bank of Canada in the 
happier relations that they have with all 
the dealers, isn't the thing rather simplified 
for them vis-a-vis the provinces for instance, 
in that largely there have been plenty of bonds 
to go around to satisfy everybody whereas in 
the provinces they are more or less closed 
at fixed amounts? 

MR. CLARKE: I do not really think 
I can agree specifically with that, sir, no. 

I think we require additional money from just 
about every government. We are all running 
ac aeficita. 

COMMISSIONERl@@KEEN: As a general 
rule, though, the provinces are closed at 
$100 million, $50 million, whatever it may 
have’ tol sellvand all -yourtinvesting institutions, 
your large ones, will take pro rata amounts 
they get. It depends on the pricing of the 
material. 

MR, CLARKE: The Dominion Government 
pretty well knows at the time of the issue 
what the market is going to absorb. 

COMMISSIONERMACKEEN: We have not had 
too many open ends, if that is what you mean , 
and their issues have been specific in size 
particularly of late. 

MR, CLARKE: I think the problem is 
rather different. 

MR. WILLIAMS: I think there have been 
a number of experiences with Government of 
Canada issues where dealers wanted more than 
they could get because there was a limit to 


the amount. 
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MR. CLARKE: Yes, they have been mostly 
limited amounts certainly of late. 

THE CHAIRMAN: When was the last 
occasion? 

MR. CLARKE: Three weeks ago. 

THE CHAIRMAN: By the way, a suggestion 
has been made to us on a prior occasion informally 
that there should be an S.E.C. established for 
the whole of Canada -- a Securities Exchange 
Commission similar to that in Washington. Have 
you any views on the advisability of establishing 
an S.E.C. for the whole country? 

MR, WILLIAMS: Obviously, neither 
Mr, Clarke nor I are in a position to speak 
for our association or for the members as 
a whole because it has not been discussed. 
However, I might say that the B.C. Bond 
Dealers and Investment Dealers and the 
stock exchange have been extremely interested 
in the Provincial Government's new Securities 
Act, which is much more stringent, and on the 
whole I think the members of our association, 
and the others I have mentioned, have been 
strongly in favour of the effect of the new 
Securities Act to protect the investing public, 
and if they have that philosqhy, which I am 
sure they have -- although, I cannot speak 
for them officially -- if a Securities Exchange 
Commission would not hamstring the business 
but would protect the investing public, D 
doubt if they would have any serious objections. 
There have been various objections by some 
dealers to the Securities Exchange Commission 
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1 far it went and the expense it put some 
2 dealers to in providing the information 
3 requested. The new Securities Act of British 
‘ C olumbia requires far more information, but 
the associations have been in favour of it, 
; and their philosophy would probably be in 
° favour of anything that would tend to protect 
7 the investing public. 
8 COMMISSIONER MACKINTOSH: Could I 
9 ask whether the experience of the British 
10 Columbia Bond Dealers was made available to 
ii the province in drafting this AGteasin consultation? 
MR. WILLIAMS: The B.C. Bona Dealers 
a4 and Investment Dealers and the Vancouver 
ip Stock Exchange had representation -- and I 
14 can speak with authority because I was the 
15 representative of the B.C. Bond Dealers -- 
16 and had probably three meetings with officials 
17 of the government in discussing the proposed 
18 amendments. So, we have been willing to 
co-operate and have co-operated with the 
v government in that regard. 
COMMISSIONER MACKINTOSH: Have you 
¢ given any thought to how monetary policy in 
22 its various phases has affected your business, 
73 or do you --- 
24 MR. WILLIAMS: It is not a matter 
5 that has been discussed, but obviously monetary 
9 policy as it affects the price level of the 
: securities we sell will have an effect on the 
ti business. If it is such as to not price us 
vi down, and in increase levels -- it is not going 
22 to have a favourable effect as far as the sale 
30 of securities to the investing public is 
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monetary policy is to reduce interest rates -- 
and that can be seen to be coming -- everybody, 
then, wants something that is going to go up, 
and it certainly helps the investment dealer 
in selling securities. 

COMMISSIONER MAKINTOSH: If you want 
to get rid of something you think is going 
to go down? 

MR, WILLIAMS: That is quite right, 
Sir. 

COMMISSIONER MACKINTOSH: Have you 
any comments, or are you sufficiently in touch 
with the way in which the Bank of Canada 
manages the public debt? You had some kind 
words to say for the Bank of Canada, and we 
have heard other security dealers say unkind 
words on management of the bond market or 
the government debt. 

MR. CLARKE: ~ I think, Sit, 20 shoitd 
be understood that our position here is a little 
delicate, if I may say so, because we are talking 
for just about every major firm in Canada, 
who I suggest are much more capable of talking 
for themselves than we are of ‘talking for them, 
because both Mr. Williams' and myself are small 
local Vancouver operations, and I feel we would 
be presuming too much to talk for the larger 
firms which, because of the situation we find 
ourselves in today, we would certainly be 
doing that if we said it. 

COMMISSIONER MACKINTOSH: We will be 
getting expressions of opinion there, I suppose, 
from the investment dealers. 


MR. CLARKE: Yes, sir. 
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COMMISSIONER MACKINTOSH: But the 
Commission is a little anxious to know |. how 
they think on the Pacific Coast. We will 
undoubtedly be subject to the ceriticism that 
we listened at great length to the views. of 
Toronto on what was good for the Pacific Coast, 
and we would like to hear anything that is 
native and cogent. 

MR. WILLIAMS: I think what Mr. Clarke 
has said is quite right: It is not a matter 
that has been discussed or debated by the 
executive, and, as I mentioned in my preliminary 
remarks, we are just bringing up a few comments 
we think are strictly applicable to or primarily 
applicable to British Columbia dealers, and 
that most of us are members of the Investment 
Dealers! Association, and when that association 
presents its brief it will be speaking for. us 
and will probably be dealing with that. type 
of thing which we have not discussed and cannot 
offer any official comments in regard to it. 
Possibly some of the things in.this.brief, 
some of the larger firms may not agree with 
us completely. We speak for them, but I would 
not want to claim they are unanimously in 
favour of everything we have included in the 
brief or what we have said in answer to your 
questions. I think in general they will not 
disagree too much. In the same way, some 
of the local dealers may disagree with some 
of the aspects of the Investment Dealers! 
Association, although their brief is being 
prepared on a much broader basis than ours, 
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firms; whieh:we-did not do; o>) »-Ag) oT 
mentioned earlier, the brief we have submitted 
was prepared by two of the members of our 
executive and discussed at only two meetings 
of the executive. They are more in the nature 
random thoughts than a thoroughly completely 
thought out brief. We hope, however, any 
thoughts we have presented will be of some 
interest to you and help you in your deliberations 
across Canada. 

THE CHAIRMAN:: Thank you very much, 
Mr. Williams and Mr. Clarke. I am sure that 
the discussion will be of very great benefit 
to us in our deliberations, and undoubtedly 
a number of interesting and important points 
have been brought forward and discussed quite 
fully. We appreciate your presence here this 
morning representing your association, and I 
thank you once again for your contribution. 

There being no further briefs for 
consideration this afternoon, the nexti hearing 
of the Commission will be held in Salon A, 
Hotel Vancouver, Vancouver, at 9.15 A.M. 


tomorrow. 


--- Adjournment. 
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BRITISH COLUMBIA BOND DEALERS! ASSOCIATION 


P, 0. Box 522, 
Vancouver 1, B.C. 


To: Royal Commission on Banking and Finance 
This brief is directed to some of the problems of conducting an investment 
business in British Columbia. 

1. Bank of Canada 
(a) Trading of the Bank of Canada is complete by 3:30 p.m. Eastern Standard 
Time. The Bank will trade to 5 p.m. Eastern Standard Time with western 
dealers. The only information, pertaining to this trading by the Central 
Bank, that is available locally, is through branch offices of eastern dealers, 
through direct long distance contact with dealers in the Toronto-Montreal area 
and through the action of the Canadian bond market. 

This lack of information makes local dealers reluctant to risk too great 
an inventory in bonds and thus does not assist the Bank of Canada in the 
establishment of a more national money market. 

It is suggested that the local agent of the Bank of Canada have a trading 
department and be authorized to trade in the same manner as in the Toronto- 
Montreal area and that the period of trading be so timed that it is during 
business hours from coast to coast. 

(b) Movement of Funds - Through evolution, the financial centers of Canada 
have become established in the large institutions located in the Toronto- 
Montreal area. Investment monies, available in these institutions, have 
originated in other parts of the country. The cost of local dealers doing 
business in these centers is increased owing to the cost of the movement of 
funds. Some arrangements could be made whereby either through the Bank of 
Canada or through cooperation with the chartered banks, par privileges could 
be established. Bank of Canada presently move bonds by wire - funds in size 
could be moved in a similar fashion. 

Bie Chartered Banks 
(a) There is a strange unanimity of borrowing rates of all banks. Borrowing 
by dealers is not on a competitive basis at all. Many other industries are 
able to negotiate a rate of borrowing dependent on the reputation of the 
security offered. Investment dealers offer the best hypothecation, a minimum 
of administration to the banks, but no matter what their own reputation, are 
unable to negotiate competitive rates. The rates are set by the banks and 
are all the same. 
(b) Daylight overdrafts should be on an hourly or half hourly basis instead 
of on a daily rate. Present charges are 1/250 whether for ten minutes or five 
hours. ‘The rates of the banks are all the same. It is suggested that a rate 


of 1/1000 per hour would be more desirable. 
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(c) 6% ceiling on chartered bank loans should not be increased. This present 
ceiling provides ample room to negotiate below that level and should be rarely 
employed. Borrowing above this rate could jeopardize the development of the 
country through increased failure of companies both large and small. It is 
apparent that the chartered banks are able to attract savings accounts at their 
present rates as is evidenced by the increase in reported savings, new branches 
and bond holdings. 


Investment Dealers 


New issues are offered through Banking Groups and Selling Groups. Clients 
of dealers not in these Groups are prevented from purchasing the security at 
the issue price unless they approach a dealer in one of these Groups. It is 
very difficult for a dealer not in these Groups to gain entry. This, in effect 
is practicing restraint of trade. Similarly, new issues such as recent Province 
of Ontario, Quebec, Metropolitan Toronto and Manitoba Telephone - in spite of 
the desire of individuals to purchase these bonds through even branches of 
houses which are in the Banking or Selling Groups, if large orders are availabl 
through the financial institutions in the Toronto-Montreal area, people in 
British Columbia are denied the opportunity to purchase. 

We appreciate that the underwriter is desirous of being relieved of the 
liability undertaken as rapidly as possible, at the greatest profit to himself. 
This is a result, historically in Canada, of the underwriter also being involve 
in distribution. It is to be hoped that at some time in the future these two 


functions might be separated. 

We suggest that for all non-competitive underwriting, efforts should be 
made by the underwriters to develop a coast to coast distribution. Dealers in 
the different areas should have the opportunity to develop retail demand in 
their areas and have an opportunity to participate. It is appreciated that thi 
would take time and effort t> materialize to the point wherein the underwriters 
would have knowledge of and confidence in the dealers asking for participation 
and their ability to place. This could be established similar to the method 
presently in effect for distribution of Dominion of Canada issues by the Bank of 
Canada. The Bank of Canada, by offering part of the issue firm to recognized 
dealers, inviting to apply on a maximum basis for the balance and asking for 
record of distribution following delivery date, have developed records wherein 
they know, what dealers are interested in, and to what extent the dealers have 
the ability to place the issues. A copy of a draft prospectus should be 


available to the dealers being offered participation. 


Such a method of offering new issues would result in much wider distribu- 


tion of the security and greater participation by the people of Canada as a 


whole. 
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BRITISH COLUMBIA BOND DEALERSt ASSOCIATION 

3 OBJECTS 

4 The objects of the Association shall be:- 

(a) To promote the general welfare and influence of bond dealers, financial 

5 institutions, and investors generally interested in Government, Municipal and 
Corporation securities, and so safeguard and better provide for their protection. 

6 (b) To secure united protective action and to co-operate with Municipal and other 
Corporations in regard to legislation and methods of sound financing. 

7 (c) To afford opportunity for discussion and personal exchange of views on subjects 
of importance as to the financial and commercial interests of the Dominion of Canada, 
which affect the investing public. 

8 
(a) To afford mutual protection against loss by crime or through illegal or 

9 irregular action of Municipal or other Corporations in their financing, or through 
irresponsible dealers in investment securities. 

10 (e) It is expressly declared that this Association is not formed for the purpose of 
affecting the price of Government, Municipal or Corporation securities, nor to 
enable the members of the Association to form or effect combines, agreements or 

11 arrangements tending to affect the price of Government, Municipal or Corporation 
securities, nor shall the Association at any time discuss or take action upon 
questions which would in any way interfere with free and fair competition among 

12 its members in the business of buying, selling and dealing in Government, 
Municipal or Corporation securities. 

13 Members: 

14 *A. E. Ames & Co. Ltd, *McLeod, Young, Weir & Co. Ltd. 

B.C. Land & Investment Agency Ltd. *Nesbitt, Thomson & Co. Ltd. 
*B.C. Land & Invt. Agency Ltd. Odlum Brown Investments Ltd. 

15 Brink, Hudson & Lefever Ltd. Okanagan Investments Ltd. 

Burleigh & Partners Ltd. C. M. Oliver & Co. Ltd. 
*Burns Bros. & Denton Ltd. “Osler, Hammond & Nanton Ltd. 
16 T. H. Burns & Co. Ltd. Pemberton Securities Ltd. 
Mr. S. G. Cox *Pemberton Securities Ltd. (Victoria) 
J.. Be Crane & Co. Ltd, 4, C. Pitfield & Co. Ltd. 
17|| Davidson & Co. Ltd. “W. C. Pitfield & Co. Ltd. (Victoria) 
*Doherty Roadhouse & Co. Thomas B. Read Co. Ltd. 
Dominion Securities Corp. Ltd. *James Richardson & Sons 

18] Dominion Securities Corp. Ltd. (Victoria) *James Richardson & Sons (Victoria) 
Elphick Securities Limited *Royal Securities Corp. Ltd. 

19 *Gairdner & Co. Ltd. Samis & Co. Ltd. 

Hagar Investments Ltd. Sheppard & McIntosh Ltd. 
Lampman, Laidlaw Securities Ltd. N. R. Whittall Ltd. 
20 Hall Securities Ltd. Wolverton & Co. Ltd, 
S. H. Lennard & Co. Ltd. *Wood Gundy & Co. Ltd. 
William E. Lewis Co. “Wood, Gundy & Co. Ltd. (Victoria) 

pal McDermid, Miller & McDermid Ltd. Yorkshire Securities Limited 
Thomas Mackay & Co. Ltd. *Yorkshire Securities Limited (Victoria) 

22 * Branch Offices. 
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10 
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: --- At 9.15 A.M. the hearing resumed. 
2 THE CHAIRMAN: It is with very great 
3 pleasure that we now open the meeting of the 
4 Royal Commission on Banking and Finance in the 
5 City of Vancouver. The first meeting of the 
6 Commission was held yesterday in Victoria and 
7 today we are ready to proceed in Vancouver. 
The first brief to be submitted 
: today is that of the Vancouver Stock Exchange 
, represented by Mr. Van Luven and Mr. Sweeney. 
10 Mr. Van Iuven will you proceed? 
11 MR. VAN LUVEN: Well, Mr. Chairman, 
12 our brief has been presented in the required 
13 number of copies and at the suggestion of one 
14 member of the Commission we submitted an 
addition to the brief last Friday which I 
think was presented to the Commission and 
2 I think that this sets out certainly some of 
17 the thoughts and opinions of the Board of 
18 Governors of the Vancouver Stock Exchange. 
19 THE CHAIRMAN: How do you wish to 
20 proceed? Do you wish to read from the brief? 
m1 MR. VAN LUVEN: I have not been 
instructed on this matter, Mr. Chairman. Would 
r you care that the brief be read or what is your 
23 
procedure? 
= With your permission I will read the 
25 summary to the brief. 
26 THE CHAIRMAN: Oh yes, there is . a Summary 
27 here. 
08 (See Volume 2(a)). 
EXHIBIT 3: Brief, additional brief 
29 — and summary of Vancouver 
Stock Exchange. 
30 
THE CHAIRMAN: Any questions of a general 
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nature to begin with from the Commission? 

MR. BROWN: Mr. Van Luven, I wonder 
if for the benefit of the Commission you would 
care to outline the general qualifications for 
membership and for retaining membership in the 
Vancouver Stock Exchange and also along the 
same line the requirements for listing companies? 

MR. VAN LUVEN: Yes. The requirements 
for membership, I believe, are similar in all 
major exchanges in Canada. Firstly, members 
are elected. by the general. membership. Before 
they are elected, of course, they are screened 
by a Membership Committee for their reputation, 
ethics and general business practices. They 
must, of course, purchase a. seat on the, Exchange 
and they must have a minimum of $30,000 working 
eapital over and above. the assets, necessary 
to operate the. business. 

Members retain their membership. only 
so. long, as. Their ethics remain in good standing 
and only so long as their working capital 
meets the minimum requirements and. generally 
as long as they maintain the good reputation 
of the Exchange of which they we members. 

Companies are listed on the Stock 
Exchange only upon application and paying of 
a filing fee. No companies are listed without 
the proper application being made or initiated 
by the company and they are screened very 
carefully by the Exchange's solicitors and 
passed by the Exchange Listing Committee 
and then subsequently the Exchange Board 
of Governors. and they must meet stringent 
reguirements depending, firstly, on whether 


they are a speculative mining or oil company 
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or whether they are to be classed as an 
industrial company but at any rate they 
must be adequately financed, the shares mist be 
properly distributed in a free market and 
a free market maintained and they remain listed 
only so long as all the regulations of the 
Exchange are lived up to. 

COMMISSIONER LEMAN: Mr. Van Luven, 
would you develop a little more your thoughts 
about the advantages or disadvantages of a 
national exchange with numerous trading floors 
as against the strictly regional exchange? 

MR. VAN LUVEN: My reasons against 
a national stock exchange are similar to my 
reasons for not having a national securities 
act. As an easterner myself I realize how 
far Vancouver is from the so-called centre 
of Canada, I feel that a central stock exchange 
or one national stock exchange might tend to 
discriminate against a province or against a 
eity three thousand miles away. 

Many of our local situations here 
have become national companies only because of 
the help given by the Vancouver Stock Exchange 
and its members being close to the actual 
development of the company. There are numerous 
examples of that but I do feel if the exchange 
was administered from central Canada, Ontario 
or Quebec, that the small developments may 
not draw the interest of the executives of such 
an exchange. 

COMMISSIONER LEMAN: Do you see any 
advantages offsetting these disadvantages you 


are describing? 
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MR. VAN LUVEN: I cannot see any 
advantages that are not already in existence 
and I cannot see that it would improve the 
Situation. 

COMMISSIONER LEMAN: Can you visualize 
a system of automatic listing on the large eastern 
exchanges provided the requirements were met when 
they were first put up on your board here? 

MR. VAN LUVEN: I think that is almost 
in effect now. Certainly listings: on a2 eastern 
exchange are considerably easier after the 
Stock has been listed and seasoned on this 
exchange. I cannot imagine an automatic listing 
of some kind screened by a so-called national 
exchange. 

COMMISSIONER LEMAN: I am talking 
about the situation where it would be a national 
exchange with trading floors. 

MR. VAN LUVEN: TI think it would be 
a disadvantage, certainly as far as British 
Columbia is concerned, The cost. of the listing 
on an eastern exchange is considerably greater 
than it: is in British Columbia and it-is possible 
the smaller companies may not be able to afford 
that fee =“ certainly inthe first instance in 
the case of the small mining or oil companies. 

COMMISSIONER LEMAN: Do you have with 
you and readily available some figures showing 
what are the respective proportions of inter- 
listed stocks that are on the Vancouver Exchange 
as against more purely local ones? 

MR. VAN LUVEN: Certainly the great 
proportion of the industrial stocks are 
inter-listed, possibly 65 to 70%. Of mining 


and oil stocks there would be approximately 
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1 20.60 25%. 
2 COMMISSIONER MACKINTOSH: Mr. Van Luven, 
3 you mentioned in your brief the special consideration 
. that the exchange has had for development companies. 
I wonder if you would expand that as to what 
: the exchange does for them and why are they the 
Y Special feature on the Vancouver Stock Exchange. 
7 MR. VAN LUVEN: I do not think the 
8 Vancouver Exchange is unique in helping develop- 
9 ment companies. Certainly it is unique in helping 
10 those in western Canada. In addition to the 
rr requirements laid down by the exchange, of course, 
knowing the people behind these various companies 
ze and-also havingecaccess to information pertaining 
ng to the distriet thn Wakchesuch mimitngcon 
14 developments. ( I am spéaking of speculative 
15 stocks) are located has helped the exchange 
16 through its memberseraise capital for the 
17 financing and development of these local 
18 industries< 
Again enlarging briefly, if they 
, attempt to finance these companies back east 
4 entirely it may not be possible to raise the 
. interest certainly in the initial financing. 
22 COMMISSIONER MACKINTOSH: From what 
23 you say it is the members of the exchange? 
24 MR. VAN LUVEN: Oh yes. 
5 COMMISSIONER MACKINTOSH: No primary 
6 financing through the exchange? 
: MR. VAN LUVEN: Not through the 
27 
exchange itself, no. 
_ COMMISSIONER GIBSON: Mr. Van Luven, 
i would you mind saying a bit about the finance 


30 side on the exchange?’ You have said something 
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about the way in which the exchange promotes 
local development. Now, where does the money 
come from in the main? Is much of the money 
that comes into the exchange local money, does 
quite a lot get filtered in from). leti us! say, 
the United States or other parts of Canada? 
Would you make a few comments on this side of 
it? 

MR. VAN LUVEN: Certainly in the initial 
financing the money does come, I would say, from 
British Columbia and possibly Alberta: As the 
development of the company increases, as it 
becomes better known, of course, money then 
comes. from the east. 

I have no figures of what actually 
comes from the: United States. and I am talking 
now about comparatively small companies but 
Iydo not think a great deal: comes directly 
into British Columbia from the United States. 

COMMISSTONER GIBSON: 'I take it from 
what you say that in your view the Vancouver 
Exchange. would have a significant part in 
financing smaller businesses? In other words, 
finances for businesses who find it difficult 
to get funds in other ways? 

MR. VAN. LUVEN: - ‘That is: correct. 

COMMISSIONER GIBSON: Could you elaborate 
on this? It is very interesting to the Commission 
to know how small are the types of financing 
that are done? 

MR, SWEENEY: May I say, in my 
experience these smaller companies are starting 
with a registration permitting them to raise 


$50,000 or $60,000, or something like that, 
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il to employ engineers and develop their properties 
2 to a point. If that point proves optimistic, 
3 then they want more money. In the meantime, 
; they have distributed their original amount, 
and perhaps have raised that money. It will 
: show in what you might call over the counter 
6 trading, and so forth, at what point the shares 
7 are trading at -- there is a level of market. 
8 From there, again, they have now got an 
9 engineer's report indicating they own property, 
10 and have got some value, and that they are in 
- a position again to get registration to issue 
more shares. On this point they will probably 
as be able to get an underwriter and somebody to 
Ws take up options which will indicate the amount 
14 of money the’ engineer suggests they require. 
15 In the interim they have probably shown enough 
16 by owning’ property’ and by the engineers! report 
17 to indicate they have got. a worthwhile property. 
e The lawyers say it is » feces established 
company, and, that ify the’ proper people, and 
. so forth, are béhind it theyoconddl peti ia: listing 
= on the exchange. 
21 From this point there: is free market 
22 and an open market, and they are able to judge 
23 at. whatt prices they can. issue new stocks. Then, 
24 with the free market there is no doubt that 
25 the exchange helps them considerably in. giving 
the underwriter a chance to handle his initial 
a underwriting, and, of course, again with the 
_ free market and the interest the public can 
= get out of the news coming from that property, 
29 it might put the stock at a price where the 


30 options can be taken up and: more money can flow 
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into the treasury. 

Basically, I think in this kind of 
operation that is where the stock exchange is 
most valuable to the development of these 
properties. 

THE CHATRMAN: Would you say the 
original money that. goes into the property 
at the early stages of development is local 
money, or is it --- 

MR, SWEENEY: I would say it does 
not follow, because it is probably a syndicate -- 
originally a syndicate, and then changed into 
a public company. Of course, the superintendent 
of properties and -the’registrar of companies 
come into that picture, and again that is where 
the original money comes from and it depends 
what it develops-as to whether the-company 
ean qualify for listing. 

THE CHAIRMAN: I suppose the original 
risk capital is raised by various means? 

MR. SWEENEY: Yes. 

THE CHAIRMAN: Prior to listing? 

MR. SWEENEY: Oh, definitely. The 
listing picture must be backed by engineers! 
reports and owting property: Not just a bank 
account or cow pasture. 

COMMISSIONER GIBSON: I take it you 
are talking mainly about mining and oil 
companies? 

MR, SWEENEY: Yes. 

COMMISSIONER GIBSON: What about 
Samll industrial and commercial companies: 
What is the smallest size that can be listed 


and traded on the stock exchange? 
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MR. SWEENEY: Let us put it around 
distribution here: Number one, we would be 
very careful there was distribution and that 51% 
of the stock was not in the hands of four or five 
directors. So, that is the first broadening 
picture there. The second one would be their 
history of operation, whether they were earning 
money or whether it was a successful operation 
or not. If all those things are in order, and 
the lawyer says they area legally constituted 
company, generally speaking they are in line 
for consideration to be listed. 

COMMISSIONER GIBSON: What would be 
a sort of small minimum size? 

MR. SWEENEY:-. I could perhaps say 
there ought. to bevat least) 200 shareholdérs. 

COMMISSIONER GIBSON: What does that 
neanefinancially -- a quarter of a million 
dollars -= that would be small, wouldn't it? 

MR. SWEENEY: I-won't tie it down 
to meaning a quarter of a million dollars. I 
an only stating by the stability of the company: 
First, you must remember it is a public. company 
and must have arrived at some stage of develop- 
ment, or they could not get registration. 

COMMISSIONER MacKEEN: There would be 
a difference between an industrial, and the 
mine or’oil well in that you would require a 
record of earnings on the industrial? 

MR. SWEENEY: Yes. 

COMMISSIONER MacKEEN: And the mine 
or oil well would still be in the prospect 
stage? 


MR. SWEENEY: Oh, definitely. 
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COMMISSTONER BROWN: On the other hand, 
might there not be some new companies starting 
up where registration would be given before it 
has had an opportunity to develop a history 
of earnings? I am thinking of things: like 
perhaps Rothman's. 

MR. SWEENEY: I don't know how strict 
you want to be on that, but you have arrived 
certainly at a public company, and the original 
Syndicate or the promotors in the original 
company must have had some experience and 
must have shown some indication of progress. 

MR. VAN LUVEN: Rothman's, I think, 
would be. a rather unique: situation in that 
it Ps,acworldwide organization. 

COMMISSIONER BROWN: The point I 
was raising is that there are exceptions to the 
rule 

MR. VAN LUVEN: Oh, yes. 

COMMISSIONER BROWN: (o.. that it is 
only after years of earnings that you get a 
listing? 

COMMISSIONER GIBSON: Have there been many 
examples of non-resident controlled companies doing 
listing and doing financing of new issues through 
the Vancouver Stock Exchange? This is one of 
the matters of general interest, as you know, 
to persuade more non-resident controlled companies 
to issue stock in Canada. I was wondering if 
it occurred in Vancouver? 

MR. VAN LUVEN: Listing, yes. Financing, 
not too much. In the case of listing, we could 
quote examples of companies such as Standard 


Oil of California, U.S. Plywoods, and so on, 
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1 that have listed in Vancouver. Since these 
2 companies have been.listed they have not done 
3 any financing. There is always a possibility 
, that they will, of course. 
COMMISSIONER GIBSON: Is there much 

; local demand or interest in this subject of 
: acquiring shares in such companies? 
7 MR. VAN LUVEN: Not too much. ‘The 
8 trading figures of these companies that are also 
9 listed on the New York Stock Exchange is very 
10 small. I would point out that these American 
11 companies do list for the advertising value, 

and also I think that is a compliment to their 
- Shareholders in providing transfer facilities 
e in Canada. 
14 COMMISSIONER BROWN: At paragraph 17 
15 of your brief you talk about the succession 
16 duty laws as apply in Ontario and Quebec, and 
17 presumably you would wish to. amend. that. to 
18 the effectathat those succession duties,.are 

avoided if there is a transfer, office west 
as of Ontario? 
” MR. VAN: LUVEN: ry. Thats ds,correct,.yes. 
a COMMISSIONER. BROWN: It reads as 
22 though --- 
23 MR. VAN LUVEN: Yes; it is west. I 
24 have had that pointed; out to me sincte this brief 
25 was prepared. 

COMMISSIONER BROWN: Following that, there 

‘ is another question and that is, is there any 
- evidence of any impact of investor interest in 
-" companies where such transfer facilities do not 
29 exist, and therefore succession duties.are applicable? 


30 MR. VAN LUVEN: Would you qualify that? 
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1 Do you mean, are the sharholders .\.? 
2 COMMISSIONER BROWN: TI am thinking of 
3 companies that do not offer transfer facilities 
4 west of Ontario, and therefore if investors 
buy those shares they are subject to Ontario 
: and Quebec succession duties: ‘Does this 
: affect the demand for such securities in 
7 British Columbia? 
8 MR. VAN LUVEN: Yes, I: would say it does. 
9 Certainly, by some investment dealers at any rate, 
10 they draw it to the attention of their clients 
it that this situation does exist, and they should 
consider this point before’ they purchase these 
z securities' that are not transferabléowest. of 
es 
Ontario. 
ee COMMISSIONER MacKEEN: In the end 
15 result, Mr. Van Luven, they would not actually 
16 have to pay any more; it would beccumbersome 
17 to go through the process because you have to 
18 pay the federal part, and if you have to pay 
19 Ontario, that would be deductible from the 
federal amount due? 
- MR. SWEENEY: Isn't it only in part? 
_ THE CHAIRMAN: | Yes. 
oe MResVANSLUVEN?, Iteis only if part. 
23 COMMISSIONER BROWN: Would you care 
24 to comment on the desirability or otherwise of 
25 establishing an S.E.C. type of regulatory authority 
26 in Canada? 
MR. VAN LUVEN: ~I do comment on that. 
% COMMISSIONER BROWN: You mentioned it 
28 
briefly. 
‘i MR. VAN LUVEN: Yes. My reason for not 


30 establishing an S.E.C. type of authority is very 
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1 much the same as for not establishing a national 
2 Stock exchange, that approach by the local 
3 developers to a local authority is, in my 
A opinion, much more desirable than dealing with 
a body some 3,000 miles away, even though it may 
: have a branch office in British Columbia. For 
example, we run into exactly the same problem 
7 with the banks out here when it comes to financing, 
8 even though they have supervisors and assistant 
9 general managers, where the decision is still 
10 made in eastern Canada. To me, it falls within 
1 the same sphere as banks, national securities act, 
national stock exchange, and’so on. 
. COMMISSIONER BROWN: Have you any 
. comments on what you might regard as good and 
“4 bad features of the S.E.C? There must be some 
15 advantages to an S.E.C. type of operation? 
16 MR. VAN LUVEN: TI have had a little bit 
17 of experience with the S.E.C., and to put it briefly, 
18 I don't think that the administration of the S.E.C. 
; falls within the Canadian's opinion of British 
; justice. Mind you, they have a much more difficult 
= problem in the United States than we nave here: 
a They are dealing with a great many more people 
ee and companies. However, the S.E.C. is inclined 
23 totake the attitude that they are right -- they 
24 must be right: They will order a member: of a 
25 stock exchange suspended or a stock de-listed 
6 and they do not consider absolutely necessary 
to state a reason why such action is taken. 
ii We have even had cases in Canada where certain 
e people have been indicted by the SbvE.C. Through 
_ the newspapers the people up here have learned 


30 they have been indicted, but they have never been 
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1 able to find out the reason why. 
2 COMMISSIONER GIBSON; Perhaps it would 
3 be better not to use the phrase "S.E.C." and just 


talk in terms of whether it is desirable, or what 


the advantages would be of some kind of national 


: minimum standards in the sphere of security 
: regulation, because the S.E.C. has a personality 
7 of its own, as I gather from your remarks and 
8 from other people's.» Could you talk;to that 
9 rather. than: therS.EL.C.¢ bit? 
10 MR. VAN LUVEN: Well,, certainly a national 
rr securities act would provide uniformity in securities 

laws which does not exist now. However, I would 
a suggest a closer liaison between the Provincial 
“ Securities Act may be more desirable. 
14 THE CHAIRMAN: Why ds it that. there is 
15 not greater liaison between them? I understand 
16 the Securities Commissioners meet more or ‘less 
17 regularly 
18 MR, VAN LUVEN: They do. 

THE CHAIRMAN: ... from alilothe provinces 

i and discuss their respective acts and procedures 
ii and attempt to arrive at a more uniform procedure. 
_ What is the stumbling block? 
22 MR. VAN LUVEN: ‘The stumbling block, of 
23 course, is the provincial governments. Some take 
94 a much ‘more serious view of the securities situation 
25 than others. 
26 THE CHAIRMAN: I suppose that depends 

upon the nature of the business that there might be 
a in the province? 
. MR. VAN LUVEN: It could be. 
ai THE CHAIRMAN: If a province has a great 


30 deal of natural resource development, they have very 
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special problems? 

MR, VAN LUVEN: That is right. In some 
provinces Mare is virtually no securities administration, 
and it is most difficult for those people charged 
with that responsibility to bring their rules and 
regulations in line with a province that has a strong 
securities administration. 

THE CHAIRMAN: | Well, ‘the other aspect of 
Securities legislation, or the whole problem of 
securities control is the administration. It is 
all very well to have a perfect act. 

MR. VAN LUVEN: That is perfectly true. 

THE CHAIRMAN: But the question of the 
problem of administration arises, that if the 
act is a Canadian act administered from Ottawa, 
are you going to have the most effective administration 
when the activities that are to be regulated cover 
an area of more than 3,000 miles? Isn't that one 
of the problems? 

MR. VAN LUVEN: Well, certainly, no act 
is any better than its administration. ~I think 
every act, of course, that is laid down by 
parliament affects the general: publie one way or 
another, and the general public should have access 
to some level of administration of that act. 

THE CHAIRMAN: The administration of a 
securities act involves enquiries of various kinds, 
quasi-judicial enquiries by the Securities 
Commissioner. 

MR. VAN LUVEN: It does. 

THE CHAIRMAN: And a great deal of discretion 
has to be used. 

MR. VAN LUVEN: That is right. There are 


personalities involved in this situation. We were 


con “"¢e. 
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1 talking about financing mining and. oil companies: 
2 A great deal does depend upon who the people 
3 are behind such a company, notwithstanding engineers! 
’ reports and projections as to future earnings, 

and so,forth. 
; THE CHAIRMAN: And in a province where 
6 there is a great deal of mining development, 
7 the Securities Commissioner would no doubt be 
8 a person who was familiar with every type of 
9 development? 
10 MR. VAN LUVEN: He should be. 
cs THE CHAIRMAN: And would not only attempt 

to prevent, fraud but he would also attempt to 
é provide ways and means of not stifling development? 
sei MR. VAN. LUVEN:..,. That..is correct. 
14 THE CHAIRMAN: That is the other side 
15 of the picture which might not be understood fully 
16 from some central position, 
17 MR. VAN LUVEN: ..That is the basis of my 
ig argument. 

COMMISSIONER LEMAN: Mr. Van Luven, 

a your brief refers to the time, differential between 
ag the east and British Columbia. Would you say that 
21 the Vancouver Stock Exchange derives the net 
22 advantage from the time differential or a net 
23 disadvantage? 
24 MR. VAN LUVEN: We.do operate for one 
25 tour in the afternoon which is additional to the 

time the eastern exchanges operate. It has been 
4 our experience -- and Mr. Sweeney will confirm 
P this -- over the years that the afternoon trading 
- is usually confined to locally listed stocks. 
29 So, while I do not think the time differential 


30 igs a disadvantage it is not an advantage either, 
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COMMISSIONER LEMAN: Has it ever happened 
to your knowledge that some financial information 
could have just emerged after the closing of the 
eastern exchanges that would affect trading in 
the stock? 

MR. WAN LUVEN: I have only seen in the 
last five years one instance of that which involved 
a merger of two large corporations. 

COMMISSIONER LEMAN: Are there patterns 
of behaviour by companies in the east that would 
prevent such a thing happening? It seems strange 
that no news would ever come out just at the right 
Gime to produce a little fiiurry in traving. 

MR, SWEENEY: I have found mostly that 
the eastern broker B somewhat fatisued by the 
time the market closes at half past three and 
thus "the public be damned" as far as he is 
concerned. “They do not seem to take every advantage 
of'our extra-hour but they’ well could do it. 

COMMISSIONER MacKEEN: Mr. Van LIuven, 

I would be interested in hearing your opinions 
as® to thes 198ting of bonds’ either’ onthe larger 
exchanges or on your own. Would there be any 

advantage or disadvantage in your opinion? 

MR. VAN LUVEN: I think there would be 
an advantage to listing bonds. 

COMMISSIONER MacKEEN;: I mean governments 

and pretty well through the piece, the larger issues? 
MR. VAN LUVEN: TI think there would be 
the same advantage to listing bonds as there is 
listing equities. The public would have a market 
before them at all times. 
MR. SWEENEY: Usually bonds are only available 


from certain sources. It seems to me that organizations 
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1 that deal particularly in bonds are rather like 
2 the specialist on the stock exchange,. they keep 
3 their book on them and have the market. just as 
‘ restricted if they were listed as if they were 
traded.over the counter. 
’ COMMISSIONER LEMAN: Mr. Van Luven, 
; there was a supplemént.to your main brief which 
7 we received and found very useful. It does give 
8 rise, though,..to a. couple of questions in my mind 
9 especially at the very end... First, I would like 
10 you to expand a little, bit. on the penultimate 
"1 sentence which says; 
"The. stock,exchange is in 
= a unique situation whereby in many 
me eases itis, required,to.legislate 
14 against its own members for. the benefit 
15 of the public even though the public do 
16 not directly support such operation" 
17 Would you expand on.that.a bit? 
18 MR. . VAN, LUVEN: ...Yes, there.are first of 
all many listing requirements and regulations, 
if as I said earlier, regarding listed stocks. In 
ad many cases a member could capitalize on certain 
24 situations but by doing so it would be unethical 
22 in .so.far.as.the public is, coneerned,...So the 
23 Stock Exchange may decide to suspend trading or 
24 de-list that stock to assist the public and at the 
25 same time to the detriment of its members. 
26 Also, we have the situation of the unlisted 
stocks, the over the counter stock which a member 
- broker is required to handle on behalf of a client 
a from time to time. By handling that stock, of 
29 course, he earns himself a commission but he 
30 may not like the particular situation, he may 
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know something about it or the exchange may 
know something about it and issue instructions 
that this stock must not be handled by a member 
broker for various reasons. Again, the exchange 
is legislating against its members for the benefit 
of the public. 

Again, it appears to. be the trend over 
the years that the public holds the Stock Exchange 
and the brokerage fraternity responsible for 
situations over which it does not have any control 
and the exchange does try their best to keep the 
industry clean even though it means fighting with 
the various securities commissions. 

All these things are done primarily for 
the benefit of the public... The exchange does 
not derive any revenue from them. Even various 
government securities commissions are now getting 
into the habit of passing these so-called hot 
potatoes over to the exchange and having it make 
a ruling as to whether or not they should be 
permitted to trade or they should be permitted 
CO file 1ete. 

COMMISSIONER LEMAN: Well, it is inherent 
in the whole operation that the exchange lives 
from the operations of the whole, doesn't it? 

MR. VAN LUVEN: Yes. 

COMMISSIONER LEMAN: So do the brokers, 
they have to provide a service that is valuable 
to the public and maintain in the long-term 
public confidence in the operation of the whole. 
So I am just wondering if your sentence leads 
to something? Is it mentioned as a complaint or 


what is it? 
MR, VAN LUVEN: It is not mentioned as a 
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complaint. It is just pointing out a situation 
that does exist. 

COMMISSIONER LEMAN;: To what extent would 
you say that it is true that the exchange and its 
members -- I suppose there are committees on the 
exchange to see to all thése policing powers 
however limited they may be -- what are the kind 
of situations you claim the exchange has no control 
over? 

MR, VAN LUVEN: I do not know whether it 
would be proper to mention names before the 
Commission. We do have one instance before the 
exchange right at the moment where the exchange 
has stopped their members from dealing in a 
particular stock’ and the pressure from the promotors 
of this stock has’ become-Very heavy’ to re-establish 
so-called unlisting ‘trading’ privileges” tn’ this 
stock so that’ they can again’ establish 4 price, 
either fictitious or otherwise;:so that further 
financing can be arranged for the company. 

We have appealed to the Securities 
Commission in’ this particular ease." The’ answer 
we have back is, "We are behind you no matter 
which decision you take". 

COMMISSIONER LEMAN: Does that put you 
&-1ittlée bit in the position of an S.E.C., for 
instance? 

MR. VAN LUVEN: In a minor degree, yes. 

COMMISSIONER LEMAN: It is true that you 
do have absolute power, no one can enjoin you 
to list, can’vhey? 

MR. VAN LUVEN: No. 


COMMISSIONER LEMAN: Therefore, you have 


discretionary power. 
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MR. VAN LUVEN: That is right, yes. 

THE CHAIRMAN: Is there any supervisory 
power in the Securities Commission to over-rule 
your decision? 

MR. VAN LUVEN: To list or not to list? 

THE CHATRMAN: Well, yes, or to de-list? 

MR. VAN LUVEN: Oh yes, we can do that, 
to de-list. 

THE CHAIRMAN: By the Securities Commission? 

MR. VAN LUVEN: By the Securities 
Commission, yes. 

COMMISSIONER LEMAN: But you cannot be 
prevented from de-listing? 

MR, VAN LUVEN: -No. The particular issue 
Iam talking about is an unlisted stock. 

COMMISSIONER BROWN: Do other stock exchanges 
have this trading on the floor of unlisted stock? 

MR. VAN LUVEN: Yes, I think Calgary does. 
I think Canadian Stock Exchange. 

COMMISSIONER BROWN; Does Toronto or 
fontreal? 

MR, VAN LUVEN: They certainly do not.make 
it known if it exists. I imagine a certain amount 
of it goes on. It would be very hard to police 
if two traders got together and said: "I will sell 
you something". 

COMMISSIONER BROWN; It is not done with 
the same publicity as: in Vancouver? 

MR, VAN LUVEN: ‘YN@, publicity is not 
given to it. 

COMMISSIONER MacKEEN: Well, it would be 
a private deal between traders, it would not 
go through the routine of the stock exchange in 


that case? 
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MR. VAN LUVEN: No. It does not here 
either. 

COMMISSIONER LEMAN: The next sentence 
refers to the fact that lack of funds and lack 
of authority are factors to be considered in 
extending its activities beyond its own members 
on listed securities.» Are you referring ‘to ’tac 
large area here or a very restricted and rather 
unimportant area? 

MR. VAN LUVEN: This is a growing area 
to this extent, that-‘as I say the public is 
looking more and more to the exchange to clean 
up’ the fringes ‘of the securities ' business. ° I 


cannot state whether or not the exchange wants to 


bake on that extra responsibility or not but 


certainly if it did it would need the powers 
to do so and additional funds. 

THE CHAIRMAN: Well, how far does that go? 
By "the fringes" what do you include? 

MR. VAN LUVEN: Well, we include street 
brokers. For instance, we answer many enquiries 
every day, or complaints if you wish, concerning 
the activities of street brokers, unlisted stocks 
etc. and etc. The public takes exception to the 
fact that the exchange either cannot or will not 
answer their enquiries and do something about 
these particular complaints. 

THE CHAIRMAN: Well, would that include 
underwriters? 

MR. VAN LUVEN: It could. 

THE CHAIRMAN: Mining underwriters? 

MR. VAN LUVEN: It could, yes. 

THE CHAIRMAN: Which really has nothing 


to do generally with the exchange? 


- ty * o gaunt » 


ciywtn®) vue 


snot toh asob 31) ~ .ol 7WEVUL WAV .AM 
a 5 reddis 

sonsdnee dxon sill :VAMEIL HEVOTECIMMOD 
siosi buns abawt to wosl gsdd sost grid od eset 


| . at bewebh anos ov od axotoel s%s ystiordws ‘To 
niedvem mo ett baoyesd asiitvisos Bot gatbnsdxe 
ued od gaitaeist Loy sth ,setdtietoose betall no 
qeddsa bre besoladest Yisv 4 so #19 seis sgiel 
‘ Ssets tastrogmiav 
esse 3hiwowg s at ereaT =vatVUL WAV » il 
at offdua oft ysa I as dsas tonstxe eind og 
nasio ef sgasdoxe sad od stom bas stom antuvool 
Tt .enentaud setiivwese sid to eegniat edd) qu 
od atrnew.egaetioxe sis ton Io yofitedw siste Jgonnss 
gud gon ro ystildbLancgess sidxs teddy so siibd 
aiswog sit been bivow Ji bib oF af. yinisires 
~ebav't Leaotsibos bas of ob of 
fou. tend eeob 1ST wod ~ffeW <sWAMAIANO @HT 


cebulont woy ob dedw “segmtat ond” ya 


: 
| 
| josude ebifonk on upew eee Mav oAM 
getitupgas yas iswens ow .sonedent sol ,etexotd 
atiiarsonoa .detw voy it ednisiqnos x0 .ysbh yrTrove 
sHoode betaiiny .stvexo 1d + sabe fo esidtvisges sd 
eit o¢ mofidqsoxs aavad ofiduq eat ..ode brs .5ds 
| jon Iffw to donnso yddie esmenoxs ond goers Jost 
| duods snindenoe ob bas sefttiwpne wlenis tewens 
. etatsfamoo atslvotiisg seed 
| ebufost tedd Bigow .[fsW ;WAMAEAHD HHT 
| feist isrwisbav 
.biwcoo 31 :WeVUL WAV AM 
Sexedtawrsbrag sitectM sWAMATAHO AT 
peey .bivoo dt :“aVOE WAV. A 
agnidgen esd yllsex fotdW  ;WAMAIAMO SHT 


fsnnsioxs odd ndtw elleienmeg ob of 


Nethercut & Young On = 
Terente, Outaric 

MR. VAN LUVEN: It does not but the 
public will not be convinced of that. 

COMMISSIONER LEMAN: In that general 
Sphere, Mr. Van Lluven, could you describe for us 
the nature of the exchange's relations with the 
Securities Commission? 

MR. VAN LUVEN: Well, the exchanges 
work very closely with the British Columbia 
Superintendant of Brokers... We have received 


a great deal of co-operation from him and I 


think he has received a great deal of co-operation 


from us. Situations do arise, however, where it 
is most difficult for the government to lay down 
a policy. ..iIn such instances it would seem 
expedient for the government to. pass the buck 

to the exchange to act. This does happen. 

COMMISSIONER LEMAN: Does this stem 
from the,fact,that. they cannot.afford to be 
as arbitrary a5 you.can? 

MR, VAN LUVEN: Yes, toati te,it...the 
Securities Commission Weer rather have us 
say "no" than they themselves. 

THE CHAIRMAN: Well, say fino" in a 
situation that affects somebody who. ds not a 
member of the exchange? 

MR. VAN LUVEN: Yes. 

COMMISSIONER LEMAN: Could it be, Mr. 
Van luven, that the regulatory: body in the 
United. States, the asians one developed these 
rather arbitrary patterns of behaviour because 
it found that it could not count on the local 
authorities, groups, brokers' associations, 
and go on to take the necessary action? 


MR, VAN LUVEN: That is undoubtedly the 


case 
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but as all such bodies it is inclined. to 16a% 
touch with the local associations and, bodies 
as time goes on. . | 

COMMISSIONER BROWN: There have been 
comments from time to time that thera shdu tl be 
brokers and jobbers on the floor of the Exchange. 
Would you like to comment at all on this possible 
separation of the functions? 

MR. VAN LUVEN: Jobbers and specialists? 

COMMISSIONER BROWN: Brokers and 
specialists, I suppose you would call them. 

MR. VAN LUVEN: Yes, they have specialists 
in the United States, jobbers in: England. They 
did try this specialist system in Toronto, I think, 
a year or-so agooand they put it~ in operation, 
as I recall, for approximately six months. 

It did not’ work. ‘I* think the reason it’ did not 
work is that Canada is not really Sieseacueh 
to support such a system at this time. 

MR, SWEENEY: It 1s just as I understand, 
a specialist keeps a book. He may have half a 
dozen or a dozen companies that he specializes 
in and he has full control of the bid and ask 
securities that he specializes in. Of course 
it puts him in a position where hs has to 
have a very considerable amount of capital because 
he has to either take or give. He forms his 
position by his standing in that security. 

He is either offering it down or bidding 1t up 
and nobody can get in on it Stimpy bpbhusecho. 
has control of it. ot 

I just don't know how deeply to go into 
it but there is no market in Canada, there are 


no stocks in Canada where a specialist will say 
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on the floor of the Stock Exchange he can make 
a book on Bell Telephone and: have any control 
over it. That is what they found so he is not 
a Specialist unless he has control of the 
security. But they are able to do it in the 
United States with United States steel, 
Aluminium etc. 

COMMISSIONER LEMAN: Well, his. function 
is to make a market. at all timés. 

MR.. SWEENEY: That is right and he is 
the sole source of information on what the price 
is. 

COMMISSIONER BROWN: I think: that in 
the English market there would be several jobbers 
handling Gnhe security. Couldn't there be more 
than one specialist? 

MR. SWEENEY : I don't know about thatbut 
the: broker goes to the specialist. 

COMMISSIONER BROWN: But there could be 
more than one jobber in any security? 

MR, SWEENEY: Yess 

COMMISSIONER BROWN:: Leading up to my 
question there is another. one I would like to ask 
and that is: (Is there any difficulty inherent 
in brokers taking positions in stocks and then 
recommending those stocks to their clients or 
otherwise to thereby get out of their position? 

MR, SWEENEY: I see no reason why a broker 
should not, we will say, accumulate some Bell 
Telephone. He may pick it up in odd lots and 
get around a hundred shares and then he has the 
total he probably took down of one-eighth in 
the market and sells out of his house account 


but I see no reason why he should not recommend 
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his client to buy Bell Telephone. The only point 
is that he must make full disclosure so that the 
client knows he is buying that broker's. stock 
and that is. the law. 

COMMISSIONER BROWN: There is a question 
of conflict in interest. The point is as long 
as he makes a full disclosure? 

MR. SWEENEY: That is the whole situation. 

COMMISSIONER, BROWN: That is what I wanted 
to bring out. 

MR, SWEENEY:Oh definitely, he is 
a principal. 

COMMISSIONER BROWN: And this shows 
on his contract too? 

MR. SWEENEY: Oh absolutely, he. cannot 
charge any commiss lon, i hei dsp the- primedpalning the 
Chiang.’ and | he: tus ttisayrwhereahe mobi ‘ids whid) jowns 
Lit , 

COMMISSIONER GIBSON: Would you care 
to say anything about the influence of taxation 
on investors! habits om the: one: side =) in other 
words, the’ fact of the 20 per cent tax rebate 
on the federal income tax, and, on the: other 
side, the manner in which interest on debt is 
subject to expense, whereas: on a stock, it comes 
out of profits -- subject to,full tax?, It is a 
very broad field. If you had any thoughts on it, 
we would appreciate hearing them. 

MR. VAN LUVEN: There is definitely a 
shortage of equity securities in the market, that 
is, blue chip securities, both in the United States 
and ‘Canada. Companies are tending these days, 

I think, to issue or to borrow capital on a re- 


payment basis rather than to issue more shares 
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to the public. I don't know exactly how to 
express what I have in mind... Certainly, the general 
public are interested in the purchase of equities 
not so much from the dividends. they get, but from 
the possible growth factor. I don't know whether 
the fact that the growth is not subject to income 
tax -r: the appreciation of the: shares -=).I) don't 
think that is what is) interesting to, certainly, 
the small investor as, much as the idea of gearing 
his savings to possible inflation. I. don't think 
the small, investor,is too interested in the tax 
picture. Ido think that these JIm~ge companies 
should issue or) should finance. more by means of 
the. issuance of common shares and thus allow 
the smaller people to invest. Quite possibly -- 
changing the subject a little bit -- they shouid 
think, of :splitting their shares: so that the public 
can, get. into, the. companies), 

COMMISSIONER’ GIBSON: You would regard 
the, 20 per cent. tax’ rebate .on operation as 
certainly -a plus'as far ase the vequitye part 
is) concerned? 

MRat: VANe LUVEN: pObiyesgeitneertainiytias, 
but I. don't think the small investor is: too 
concerned with that. He likes it, and knows it 
exists and says it is a good thing, but how much 
is this stock going to appreciate over the next 
10, years? 

COMMISSIONER GIBSON: Does this alter 
the character of the demand'-- the present structure 
of taxation? Do you find it puts a lot of emphasis 
on high equity stock? 

MR. VAN LUVEN: I don't think I can 


answer that.one. 
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COMMISSIONER LEMAN: Here is an even 
tougher one: What would happen to yields on 
industrial bonds if the deductibility character 
of the interest expense was removed in relation 
to the yield on equities today; if you removed 
both the 20 per cent tax rebate and made interest 
expense non-deductible for income tax purposes, 
what do you think would happen to the relationship 
of yields on the securities? 

MR. VAN LUVEN: I don't think I am in 
a position to.answer that. 

COMMISSIONER LEMAN: You have probably 
Noticed;tas' well as-wénhave, show*°much effort 
the New York: Stock Exchange, for instance, has 
put into an.endeavour toteducatetthe? public 
andsexpand interest in the trading in’securities 
in the United: States. oHas your Exchange, made 
any «comparable effort in this region? 

MR. VAN LUVEN: Yes, we have. We have 
extended our facilities, our time -andiour effort 
Costrying ‘certainly ‘torteachthesgenerak public 
the purposes and the reasons for the existence 
of the Stock Exchange, brokerage industry, -etc., 
and along that line I might«say that between 
Mr. Sweeney and myself and other officials 
of the Exchange we have spoken to:a great number 
of groups of one kind and another. We have had 
groups down to the Exchange: One last night, 
and there are four more coming down this week -- 
that is, five nights. We lecture at the 
university. °A great deal of effort is being made 
to educate the publics. We cannot go quite as 
far as the New York Stock Exchange; we haven't 


got a budget.’ However, certainly within our means 
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1 we are doing everything possible, and I don't 
2 think we are doing half enough. 
3 COMMISSIONER LEMAN: It is: a personal 
4 effort on your part mostly? 
P MR. VAN LUVEN: Well, not personally: 
All members of the Exchange are participating 
: one. way and another. 
7 COMMISSIONER LEMAN: I would like to 
8 ask one more question which will wquite short. 
9 Would you have any comments about the investor 
10 | practices of the large institutions and the 
11 restrictions that are on them as to investments? 
n Does that have a bearing on the activity of 
your iExchange? 
13 
MR. SWEENEY: It is just a feeling, I 
_ guess, that the large institution is invaluable 
15 Co. the support of the market, shall I say, 
16 generally. Large institutions hold a considerable 
17 proportion of the equity shares that many of 
18 these companies have in circulation and 
19 distribution. In other words, as far as the 
availability of stocks is concerned, I think 
- the institutional’ buying 1s valuable. I take!it 
g you mean insurance companies. 
22 COMMISSIONER LEMAN: Do you find their 
23 practice is mostly to direct their business 
24 to the larger exchanges in the east? 
25 MR. VAN LUVEN: To a great degree, yes. 
6 MR. SWEENEY: They have expensive 
statistical organizations in these institutions. 
e They have very great examinations of their 
2 investments, I imagine. 
a” MR, VAN LUVEN: Many of these investments 


30 are going back to the wholesale transaction question, 
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1 and they are usually bought in large blocks 
2 and sales purchases are never seen on the stock 
3 exchange. I don't think itisa particularly good 
4 thing. 
: COMMISSIONER LEMAN: Do you find a great 
deal of orders originating here in Vancouver having 
; to be executed on other exchanges because of 
J size? 
8 MR. VAN LUVEN: Yes, although more and 
9 more.ofthese orders can be executed in Vancouver; 
10 but, certainly,-the majority of fhe large orders 
11 must go back east at the moment. 
> THE CHAIRMAN: That apparently covers 
all the questions. We wish to thank you very 
. much, Mr. Van Iuven and Mr. Sweeney for appearing 
- today. Your comments upon the business of the 
15 Vancouver Stock Exchange have been very helpful. 
16 We will adjourn now for half an hour. 
17 
--- Recess 
18 
19 
20 
21 
a2 
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1 SUBMISSION OF THE CORPORATION OF 
; THE DISTRICT OF BURNABY 
3s Appearances 
4 tie cabs * Urensurer 
~H. En ~ eeve 
5 
6 
7 EXHIBIT 4: Brief of the Corporation of the District 
P of Burnaby, Burnaby, British Columbia. 
| sags 
THE CHAIRMAN: The Corporation of the 
- District of Burnaby, Mr. McCafferty, and Mr. 
11 Emmott appearing for the Corporation. Are you 
12 ready to proceed? 
13 MR. McCAFFERTY: Thank you, Mr. Chairman, 
14 I am Barton McCafferty, Treasurer of the District 
15 of Burnaby. It is the contention of our council 
that in so far as the municipalities in this 
ag province are concerned, tax anticipation loans 
" to municipalities by the chartered banks are amongst 
18 the best secured loans that they deal with and 
19 that as such this type of loan should enjoy 
20 a preferential rate of interest. I mean by that 
21 the standard rate of interest charged at the 
29 present time for prime credit is 53 per cent. 
Possibly we should have something a little better 
- than that. 
sa Now, this point relates to the internal 
_ ability of the banks and no way affects the Bank 
26 Act but nevertheless we believe that this point 
27 comes within the terms of reference of this Commission. 
28 Quite likely it would not be in the best 
29 interests of all concerned to amend the Bank Act 
30 in any way to dictate rates of interest applicable 


to municipalities. But nevertheless 
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I think if the Commission sees merit in this 
point of view that the banks of this country 
would certainly be interested in exploring this 
problem. As far as I know this is the first 
time that the matter has been put just this way 
by all of the municipalities that are represented 
by the Union of British Columbia Municipalities 
in this province and by the Canadian Federation 
of Mayors. and Municipalities of Canada. 

I am given to understand that the Canadian 
Federation of Mayors and Municipalities will be 
putting forth a briéf of their own on this subject 
when the Commission meets in Ontario. 

With that, Mr. Chairman, I would be 
happy to answer any questions that may be put 
to. me. 

COMMISSIONER LEMAN: Perhaps, Mr. 
McCafferty, you could tell us so’ far as Burnaby 
itself is concerned what is involved in this 
difference of what you hope would be the interest 
rate you would pay for this type of short-term 
money in a typical year, and gross dollar 
amount rounded out? 

MR, McCAFFERTY: Generally speaking 
it: costs our municipality about $20, 000 a year 
in interest charges on short-term financing for 
current purposes. 

Asa public service we encourage tax 
payers to pay their accounts in advance and we 
do allow: them a rate of: interest.. That, of course, 
cuts out some of the bank borrowing that we might 
be faced with. 

COMMISSIONER MACKINTOSH: When you say 


this is a public service why isn't it just ordinary 
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horse sense? 

MR. MeCAFFERTY; Well, quite frankly, 
from an administrative standpoint it costs a 
great.deal more money to.borrow money from the 
ratepayers in this fashion than it does to borrow 
money from the bank. 

COMMISSIONER LEMAN: How much more? 

MR. McCAPFERTY: Well, if you have to 
process 8,000 or 9,000 accounts individually 
there: dise a, failreamount, of eientcah,cost... I 
cannot tell you exactly how much but if you 
compare that with writing maybe 25 or 30 notes. 

COMMISSIONER LEMAN: If I may presume, 
Mr. Chairman, just a bit you said, $20,000 a year 
is a typical interest charge on this type of 
anticipatory borrowing? 

MR. McCAFFERTY: That is right. 

COMMISSIONER LEMAN: And that, say, 
at 54 per cent? 

MR. MeCAFFERTY: That is, right, sir. 

MR. EMMOTT: . Mr. Chairman, I wonder if 
I might beg your indulgence and just make a 
remark appropriate to the remark made, I think, 
by Dr. Mackintosh. I think I-just want to say 
that I agree entirely with what I think. is your 
point of view with respect to the payment of 
municipal taxes, that it most certainly should be 
on a monthly basis. 

I know that this is perhaps not related 
to our submission -- well, it is, yes very definitely 
so -- that notwithstanding the administrative charges 
that would likely be involved in the processing of 
monthly payments of municipal taxes, L atill feel 


that it is a definite forward step. 


ee ae 
ee et inp Lfow 3¥1 : 
& atape de intogbasda sebeaiiainate as ort 
\: ond siorl yerion wottod oF Yexon ston! fssb, gsets in 


a 
> woutod o¢ see0b Jf. nec gotdest eidd at aieysqesst le 


xHoed oft mont yooom 

Sotou sloum woH :VAMEI AAMOLSCIMMOO 

od aved poy ti flew 2YTAGUHADOM WAM 
ylisubivibat edavooos 000,€ to 000,8 eess0%g 
I. .tgo0o Isetrefo to drnwoms sist & at onead 
goy it dud. doum won yisosxe voy Lied Jorge 
.eeton OF to @S sdysa gaisiaw ddiw dst sisqmosS 

eompasiq ys I i :VAMSI AXWMOTCAIMMOD 
ssoy 8 O00 .0S3 bise voy tid s gent  osmatsdo aM 
to sqyd aidd no sgusco tesvedalt Leotqyt s af 
Saniwoirod yiotsqiotins 

Jtrigtt ef tsa? sYEAaWIAGOM .AM 

yee .dadd bad > VAMGI AAVOL2ailvMoo 


Sdaso teq €@ ts 


Jaf the ,digin at ded sYTAAWUADOM . AM 


St aeshnow I .asmatedd salle »TPOMMe AM 


3 oxse deu, bas somegiubat iawoy ged trigia I | 
etatdd I .obsm sismet ony ot aistugqerqgs NiswsT | 


yee ot dasw teul I antad TZ ,feotninosM .1d yd 


auoy ef antde £ dsw didiw yfeutine serge T tadg 


cae 


? qo snamyseq odd od dosqesa ddtw wotv to tatog 


ed biuore yinississ teom gf dadd .esxst Isqtolnaum 

; _Jetesd viddnom & AO 
podslea.Jom agsdieg al atels teds- wort I 

yLotinkieb Yrev gey .ci gt ,Lfsw <- moteaisdue avo og 


| gegtedo iene il arid soliemmeprate gsdd -- o8 


Nethercut & Young - 86 - 
Terente, Ontaric 

Apropos of this our municipality had 
before the Union of British Columbia Municipalities 
a resolution at its convention last fall calling 
for the striking of a committee to enquire 
into the feasibility and desirability of implementing 
such a method of payment of taxes. It does involve 
certain amendments to the Municipal Act, as I 

understand it. “One must keep in mind that 
most people, most income earners in respect 
of, income tax pay it on a monthly basis -- and 
this is quite frankly a relatively painless way 
of doing it -- I certainly feel that this would 
be a forward step and I say this to some extent 
from personal experience. I am on leave of absence 
asa teacher and as a teacher we are paid’ in 10 
monthly instalments in this province and although 
we should be provident and prudent and divide 
our salaries by 12 and set aside X number of 
dollars to look after the summer drought, few 
teachers do this, at least I did not do it, and 
the drought was extremely painful. 

I feel that if somehow taxes were payable 
on a monthly basis the people would tend to gauge 
their standard of living according to their take 
home pay and they would not suddenly be faced 
in June or July with $250 or $300 to pay to 
the Corporation. 

MR. McCAFFERTY: Mr. Chairman, just somewhat 
off the line but I think it is interesting to know 

tow much it would cost to provide this service. I 
have been assigned the task of seeing what changes 
in legislation would be required in order for taxes 


to be paid by the month and so on. 


For our municipality it would cost us something 
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like $40,000 a year, more than it is costing 
now, to do this and that is after. consideration 


of the municipal situation whereby we pay interest 


on borrowings in the first part of the year and 
we receive interest on the sums of money that we 
have, idle, shall I say, in the latter half.of the 


year. 


But to get back to the question that 
was put to me, as far as our municipality is 
concerned at the moment. it does not mean too much 
to us that the bank rate is what it is. Speaking 
for our municipality at this time, we can get 
money from the street at rates ranging from 
34 to 4 per cent but we can do that because we 
are the» second largest municipality in this province. 
We need money in sums of $100,000 for borrowings 
whereas most communities are not in that position. 
Their requirements are not enough to warrant it. 


As far as what I think the bank rate 


could be I-do not think I am competent -to say 
that because I don't know what it costs the bank 
to operate. 

COMMISSIONER LEMAN:. Well, these smaller 
municipalities, would you say that their total 
budget would be affected, say, a quarter of one 
per cent or one-tenth of one per cent due to this 
disadvantage you are referring to? 

MR. McCAFFERTY: Well, in our particular 
case the $20,000 was related to:a budget of about 
$10 million. 

COMMISSIONER LEMAN: Well, Mr. McCafferty, 
that is why I do not want to be confused there as 
to the sense of your answer, When you say if we 


could get you 4 per cent instead of 53per cent on this 


fee 
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1 type of loan you did not mean that the answer 

2 would be $20,000 per year: It would be something 

3 of the order of $5,000, is that right? 

4 MR. McCAFFERTY: That is correct. 

: COMMISSIONER LEMAN: So it is the $5,000 
we should refer to your budget, shouldn't we, 

° rather than the $20,000? 

7 MR. McCAFFERTY: Yes, I understood you 

8 to ask what the interest cost us in comparison 

9 to our total expenditure. 

10 COMMISSIONER LEMAN;: That is right. 

1 I was leading up to how much it cost and how 

. much it would amount to if you got it at 34 per 
cent or 4 per cent. It is a matter of about 

= $5,000 per year under present circumstances? 

= MR. McCAFFERTY: Yes. 

15 COMMISSIONER LEMAN: And for a municipality 

16 about one-quarter your size it would be $1,500? 

17 MR. McCAFFERTY: * It depends on the 

18 circumstances of that particular municipality. 

19 Some communities in this province due to agricultural 
or semi-rural natures do not collect their taxes 

. until September or October and they have a longer 

ss period of time in which to be in a borrowing 

ae position. It may be too that they have got enough 

23 surplus after a long period of time to provide 

24 them with suf ficient working capital. It could 


25 be any number of circumstances. The requirements 
%6 of any one municipality may not be the same as 

the next. 
27 

COMMISSIONER LEMAN: I think you mentioned 

28 

earlier that it is not your idea that this should 
si be a matter of law or regulation: It may be a 
30 


matter of persuasion or that type of thing. 
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Is there any possibility of a third approach? 
Is there a way in which municipalities can -- 
excuse the slangish wort -- gang up on the banks 
about this? 

OR. McCAFFERTY: Well, I think this is 
the method that we are using to gang up on the 
banks, to get the British Columbia municipalities 
to endorse it and the Federation of Mayors and 
Municipalities to endorse it. I noticed in 
the newspapers that the Investment Dealers! 
Association made the remark that there was a 
strange unanimity between the banks and the 
rate of interest they charge. We have-the same 
problemr. There is no point in us going from the 
Royal Bank to the Bank of Montreal, because we 
know: that the Bank of Montreal charges the same 
asothe Royal Bank. - However, that is, the way 
it is at the momeht. 

COMMISSIONER BROWN: Is it possible 
that the $5,000 a year that it costs you now -- 
let me re-phrase the question: Would you like 
to comment onithe relative advantages, and 
disadvantages of paying that extra $5,000 a year 
in order to have available the credit when you 
wantiit in the amounts you want it? 

MR. MeCAFFERTY: That is a very important 
aspect, quite frankly. The banking institutions 
give you quite a flexibility. They will establish 
a line of credit and will give you the money as 
ryou require it to write your notes, and with 
tax hypothecation you pawn your taxes to the bank, 
and the way it generally works out is that the 
money is placed in a special account, and as you 


collect your taxes you deposit it in that account, 
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and as the sum is filled up the banker reduces 
your note proportionately. So that, your 
interest costs! are kept as low as possible 
within the 55 per cent rate. That is a terrific 
advantage with the banks. If you go to the 
Street you have to say to the buyer of your 
paper that the note is running from today 
for 102 days, and there is no leeway unless 
something should happen to cause them to sell 
it back to you before maturity. 

COMMISSIONER MACKINTOSH: You also have 
to say you haven't a line of credit at the bank. 

MR. McCAFFERTY: That could be a reason 
tooyrsir. 

COMMISSIONER BROWN: If you could get a 
lower rate of interest through the bank system 
that would be offset initially, you would still 
have the facility without the higher rate of 
return? , 

MR. McCAFFERTY: We would still have 
the facility at a lower cost to ourselves. 

COMMISSIONER BROWN: Would you care to 
make any comment on a wider problem, and that is 
the effect of monetary changes and monetary policy 
on municipalities, particularly on your borrowing 
for capital purposes? 

MR, McCAFFERTY: A municipality is not 
a business in the sense that it is not operating 
for the purpose of making a» ppofit. It should 
be run as efficiently as possible, of course, but 
it is there for the purpose of supplying services 
to its community. Financing has two general 
forms: For current purposes, anticipation of 


your revenues; and for capital purposes. 
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A municipality, if it does not watch itself, 
can be financing a rather large programme of 
capital workson current tax monies. We do the 
same as business does: We use our current cash 
to function with, and we from time to time sell 
debenture issues to obtain capital funds to 
reimburse current, and sman. But if you are not 
careful and not watching the times you can run 
up rather a large amount of expenditures, and 
then suddenly find you can't market a set of bonds. 


Not only that, but. if it was as tight as it was 


three years ago you can't even secure credit from 
a,banker. That is putting the picture to the 
extreme, but it does happen. 

THE CHATRMAN: Stopping there for a 
moment, did you find you could not secure credit 
from your banker at any rate of interest at all, 


or.was it that the rate of interest was too high 


in relation to your requirements? 

MR. McCAFFERTY: In this particular 
instance we could not secure money for this 
purpose at all from our banker. 

THE CHAIRMAN: For which purpose was 
that? 

MR. McCAFFERTY: For construction of 


sidewalks and roads and other local improvements, 


but we were in the same position as a great many 
other municipalities and a great many other businesses. 
It was a condition that was common in:this country 
at that time. 

THE CHAIRMAN: Oh, yes. 

MR. McCAFFERTY: So, I don't want to leave 
the dati ti that the banks were not being fair 


to the municipalities, because that is not so. 
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They have been giving us the same, shall I say, 
treatment that they were forced to give to 
all of the customers at that time, but we had 
a rather large works programme underway, and 
I-usually take the precaution of setting up a 
credit with the bank in advance, and I was told, 
"I'm sorry, we haven't got the funds." We had 
already committed ourselves to a fair portion, 
but within the limitations we set ourselves 
we had enough reserve funds to tide us over 
temporarily until we could issue a set of bonds 
about eight months later. But, we had to stop 
our work, 

COMMISSIONER MACKINTOSH: You actually 
cut the programme back? 

MR. McCAFFERTY: We had to. 

COMMISSIONER LEMAN: This was, as you 
described it, an extreme situation, but within 
those limits would you also find with a municipality 
that capital expansion would be sensitive to. 
monetary policy in the sense of higher or lower 
rates of interest, or does it influence you only. 
when you hit that limit where you just cannot get 
it? 

MR. McCAFFERTY: In some jurisdictions 
they take the point of view they will not do 
construction during high interest periods. 

I think this idea is not too prevelant any more. 

In our municipality we have taken the point of view 
that we will, if possible, have a continuous 
programme of construction and average out our 
interest costs over a long period of time. In 
other words, we don't try to do’a lot of work 


when the interest rates seem low and only do a 
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1 little work when they seem high. We have a 
2 continuous programme. Our long-term debentures -- 
3 eO-year debenture issues -- we paid as much as 
4 3 per cent effective interest, and as low as 
3-3/4 per cent over the last ten years. 
: COMMISSIONER GIBSON: Did you not cut 
6 back at all when the rate was 64 per cent on 
7 your plans? 
8 MR, McCAFFERTY: Not appreciably. 
9 COMMISSIONER GIBSON: Going back to the 
10 situation of tight money that you described earlier, 
1 when you did cut back because funds were not 
available from the banks and because you didn't 
‘ have enough reserves on hand, was that.a big cut? 
b bidtit persist for-long, or did -you.make it up 
A arbitehater? 
15 MR. McCAFFERTY: We didn't make it up. 
16 We simply cut that much out of our programme 
17 and took off where we left off about six or eight 
18 months later. 
COMMISSIONER GIBSON: So that cut was 
. really a cut == you never,made it up again? You 
am moved everything on a bit? 
a1 MR, McCAFFERTY: That is right. 
22 COMMISSIONER HARROLD: How big a cut 
23 was it in relation to the whole, percentage-wise. 
24 MR. McCAFFERTY: About 50 per cent; 
95 about $600,000 worth. 
2% THE CHAIRMAN: 50 per cent of what -- 
of your whole programme? 
" MR. McCAFFERTY:. Of that particular 
28 
programme. 
2 THE CHAIRMAN:.. Of that particular programme? 
30 MR. McCAFFERTY: Yes, of that particular 
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1 programme. Our programmes, actually, were smaller 
2 than they are now. 
3 THE CHAIRMAN: What was that particular 
| programme? 

MR, McCAFFERTY: This was local improvements - 
: construction of sidewalks. 
6 THE CHAIRMAN: Did the tight money affect 
7 your other general construction programme? 
8 MR. McCAFFERTY: The other construction 
9 programmes that we had were already secured with 
10 funds that we had on hand, and we were able to 
- carry them on at that particular time. 

COMMISSIONER BROWN: The big point is, 
you were affected by monetary policy only when it 
re meant funds were not available, and you were not 
14 affected by monetary policy when it meant more 
15 expensive funds? This is perhaps getting it 
16|| down toa black and white situation. 
17 MR. McCAFFERTY: We are talking about 
18 our particular municipality. 

COMMISSIONER BROWN: Exactly. 
¢ THE CHAIRMAN: Quite. 
a MR. McCAFFERTY: That does not mean they 
at were in the same class as other municipalities. 
ae COMMISSIONER BROWN: No, 
23 MR, McCAFFERTY: It so happens that we 
24 have a relatively low per capita debt, and it so 
25 happens our municipality is expanding fairly 

rapidly even now, and as such our revenues, shall 

e I say, are adequate. I should not say this in a 
ss public place because the municipality is naturally 
= anxious to get more funds, but once again I repeat, 
29 


the circumstances of various municipalities vary 


30 in accordance with that municipality. We haven't 
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1 found quite the same stress ‘on ourselves as 

2 a great many communities in this country have, 

3 because of our peculiar circumstances. So, if 

Pi you ask me a question, I will give an honest 
answer. Naturally, if you are going to pay 

: 6 per cent for long-term money it is going to 

» cost you more to finance those costs than it 

7 would at 5 per cent or 4 per cent, but up to 

8 this time those interest charges have not been 

9 too great for our community to bear, and if 

10 our circumstances were different I would say 

11 that you would think very deeply about incurring 
a debt if you had to pay 6 per cent. 

MR, EMMOTT: I think this might be 

#3 added to it in respect ‘of cour particular 

id municipality: As you will recall, -in+1958 

15 the Federal Government initiated a winter works 

16 incentive programme in which our municipality 

17 co-operated whole-heartedly, and one of our 

18 concerns with the unemployment situation that 

x obtained at that time was in providing the 
maximum amount of employment within the 

. municipality, and it had been traditional to 

oo suspend operations of certain types roughly in 

-- the month of October and not resume them until 

23 the spring weather, but with the assistance made 

24 possible through the participation of both the 

5 Federal and Provincial governments in this programme 

26 we retained our employees, and employed additional 
employees, and then established our operation 

‘ pretty well on a 12-month basis, and while we 

would not be irresponsible to the point of 

- accepting any interest rates, at the same time 


30 consideration of the continuance of the programme 
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was closely related to the urge to provide 
employment and to provide a continuous programme, 
and I suppose we might say that to some extent 
we had taken a calculated risk, bearing these 
things in mind. 

COMMISSIONER BROWN: Along the same line, 
would you care to answer this further question, 
and that is, to what extent do the higher interest 
rates or the prospect of higher interest rates 
affect the voter in voting for or against a public 
works programme? 

MR. EMMOTT: I may venture an opinion 
there, sir: I question whether a significant 
percentage of the voting public are sufficiently 
aware of the effect of interest so that fluctuation 
in interest rates would change their decision. 

MR, McCARPFERTY; Mr. Brown, I think 
I can answer that somewhat differently than 
perhaps the Reeve has done. It does have a 
direct effect on the voter when it affects him 
directly. I mean by that, local improvement 
charges are charged directly to the properties 
enjoying the benefit -- a sidewalk or paving 
or what have you. We have found if we tell the 
people ahead of time that their charge is going 
to be 50 cents a foot for a project, and it turns 
out to be 55 cents a foot, we hear about it. 
Interest charges may not affect the rate by 
that much, but possibly it could. 

The next thing is that if you put a project 
to the people and if they consider that the local 
charge is too high, they will turn it down, but 
if you understand that with local improvements, 


the muncipality as a whole bears part of the cost 
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and the local ratepayer bears part of the cost -- 
with some of our projects as much as 85 per cent 
of the cost of the project is assumed by the 
municipality at large, and only 15 per cent will 
be assessed against the local owners. Well, 
that could mean, nevertheless, a charge of 
$25 to $50 a year against that property for that 
Service depending on what it is -- still pretty 
high. So, the thing is, when you design local 
improvements you determine what seems to be 
a reasonable cost to the local owner for the 
benefit he is getting, and charge him that, and 
charge the rest to the community. The rest of 
the community, of course, does not see that as 
a special charge to themselves -- as an iten, 
and so it is lost. 

COMMISSIONER MACKINTOSH: What happens 
when you come to the end of the year and have 
to make up a new budget and you look at the 
servicing of not only the debentures you have 
out but debentures you hope to issue during 
that year and you find the rate of interest is 
going to add to the mill rate, do-your electors 
lave something to say at that point? 

MR. EMMOTT: It is a case of after the 
fact. I do not think, Mr. Chairman, that the 
average voter gives too much thought to the 
services that he obtains from the muntcipality. 
He is simply concerned with that his taxes 
have gone up $5 if they have, or $10. I 
could hold fortho this for some time but it 
is not an appropriate time here. I would liketo 
dive you an. instance which bears out, I believe, 
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Treasurer elicited from a, taxpayer. 

In 1958 atoa public meeting to discuss a 
district improvement sewer bylaw Mr. McCafferty 
informed the public meeting that for every dollar 
that was borrowed it would be necessary to 
spend $1.60 endthis was met with utter disbeltef; 
this was nonsensical andeyet it was absolutely 
ernest 

I say this in support of my previous 
remark that people do not as a rule.-- and you 
are dealing with thousands of taxpayers, not 
just a small segment -- do not as a rule give 
very much thought to the interest rate but, 
ops course, the councilsmustiand: the! administration. 

MR. McCAFFERTY: I would like to once 
again tackle that from a different point of view. 
Speaking for our municipality we are an expanding 
community and our revenues: are something like 
the revenues of Canada, the national product 
goes up so the revenues of our national government 
go up. -In our case more and more of our territory 
comes into use and therefore our revenues increase. 
But that happens to be peculiar to a municipality 
like ours. ‘There are other communities in this 
province, the majority of them I would say, 
that remain relatively the same size year after 
year. So that if that community takes on an 
arena or decides to pave its streets ,or what have 
you ,that charge is going to appear in tiie covery: 
next budget and the size of that budget depends 
on how much the interest cost is and the annual 
treatment of repayment, of course, and that in 
itself is going to have a bearing on how much 
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whatever it happens to be, can that community 
afford. The more you are paying the less you 
can put into your project. That seems to be 
quite evident. 

MR. EMMOTT: Our borrowings, Mr. Chairman, 
for sewers, local improvements, sidewalks, street 
lighting and paving we feel should be about $34 
million a year so you can see that it is a 
fairly expensive outlay by the municipality 
and I might add that we have a municipality 
of 40 square miles, approximately the size 
of Vancouver, with a population of 97,730. 

The works that we can entertain in 
the next 15 or 20 years would be valued at 
many millions of dollars for the completion \of 


the sewage system, drainage system, ornamental -- 


I do not like that word -- ornamental street 
lighting, sidewalks and paving -- it runs into 


millions of dollars so we have to look ahead 
to determine the impact of the interest rates 
on the municipality. 

COMMISSIONER LEMAN: You mentioned the 
fact that in a rapidly growing community there 
are certain factors that influence you:and in 
a more stable community the picture changes” 
somewhat. Now, presumably in the fast growing 
community you really feel you are behind the 
times, you always have lots of work ahead of 
you so that because interest rates would be 
somewhat down from what they would be a year or 
so ago, it would not cause you to undertake more. 
Is that the sense of what you said, you-are 
always quite a bit behind anyway? 

MR. McCAFFERTY: I think what you really 
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1 ‘do is you determine what seems to be a 

2 reasonable level of income and you go ahead 

3 according to it. Some people think we need 

i our streets paved much more rapidly than what 
they are being paved now. Others think we should 

: have a great many community amenities. We do 

6 not think along the lines of a theatre such 

7 as Vancouver has got. I am not saying anything 

8 against the Vancouver theatre but some communities 

9 believe they should have that sort of thing. 

10 You have to weigh up the real needs of the 

rr community and spend your money accordingly. 

e In Burnaby we have -= first of all we 
spend our. money in replacing our water system . 

re It got into pretty horrible shape over the years 

14 of the depression and so on and then we paved 

15 our roads and put in sewers. Latterly we 

16 have been paving roads. Our water system is 

17 in top shape. We still have to spend money on it 

18 because as we grow we have to put in special 

x facilities etc., to supply water to: some of our 
higher areas and so on but the last several 

e years we have been directing our efforts into 

a sewering as much of the community as we can 

22 and what. is a frightful problem in this province 

23 and especially in this area to provide storm 

24 drainage. 

25 The paving of roads has been proceeding 

%6 to the extent that we have the financial ability 
to look after it left over after these other 

. problems. We are just now getting into proper 

= street lighting. This current year we had a bylaw 

nid of the people asking if they would agree to spend 


30 $1,500,000 on our parks to be spread over a five-year 
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1 period at $300,000 a year. Our parks to a 
2 certain extent -- we have not spent as much 
3 time and money on them as what we would have 
? liked to but with the wisdom of the past we felt 
that we were not ready to do so until now. 
si So it goes. ‘In other words, in a lot 
6 of communities you determine what appears to be 
7 a reasonable tax structure and you tailor your 
8 expenditures somewhat to that. That is not 
9 strictly true but there are some things where 
10 you say, well, we have to have them and if you 
e must raise your mill rate you do so but you have 
an eye to the tax bill when you spend on your 
" programme. 
ra COMMISSIONER LEMAN: You are still 
14 talking on behalf of the fast growing community 
15 and I was trying to contrast your experience 
16 with that of the more stable community. You see, 
17 Mr. McCafferty, I think one of our problems today 
18 is to try to determine to what extent municipalities 
might or might not be sensitive to changes in 
. monetary policy. There is a lot of argument about 
oy this --= how far does it go into the economy, 
21 how much does it encourage development and 
22 activating the economy of each monetary policy 
23 and vice versa. Therefore, a stable community, 
24 from your example of what they do, would they 
25 be more sensitive than what you are and not 
adapt your attitude to what you call dollar 
- average at interest rates over the period? 
= MR, McCAFFERTY: I think that is precisely 
zie the case. Municipalities' revenues are quite 
29 restricted. There is your tax on land and 
30 improvements, you must tax machinery for school 
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1 purposes, you may tax machinery for current 

2 purposes. Burnaby does. So that in: a stable 

3 community -- if I can use that expression, I 

4 really do not like that word -- some soscalled 
Stable communities are very unstable -- so 

: if your economy is built around your tax bill 

6 obviously if you begin to take on a capital 

7 expenditure the mly thing you can do for that 

8 is to raise your taxes and if your interest cost 

9 Le toowgreat you cannot do it. 

10 The tax on land and improvements is 

rr not the only source of revenue available to you. 
The municipalities get supplementary grants 

- from the province, they share the cost of 

i certain services such as schools and social 

14 welfare with the provincial governments. You 

15 can get revenue from local business, through 

16 trade licensing, or you may have a business 

17 tax and charge fees for a number of services. 

18 But by and large revenue receivable from those 
particular? sources in any community that is not 

F growing will remain. the same year after year 

- after year unless something happens to change 

a it. The government may make a greater grant 

22 or you will have to raise your taxes. So if your 

23 tax bill is carried higher like this in some 

24 communities in this province they just won't take 

25 on any further obligations. 

26 In the last three years there have been 
quite a number of cases where school bylaws 

ie have met with defeat. People would not go for 

o them because they did not want to pay any more 

a3 taxes to provide the schools. They have turned 

30 down water bylaws and sewer bylaws and one year 


there was quite a raft of sewer bylaws that were 
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1 defeated, 
2 COMMISSONER BROWN: Would this be because 
3 of the size of the borrowing? This is the nub 
4 of the matter. To what extent does the higher 
interest rate affect the voters saying yes or 
: no to these projects? Perhaps I should not put 
6 you in the political arena. Perhaps the Reeve 
7 might speak on that. 
8 MR, MeCAFFERTY: This is a difficult question 
9 to answer. 
10 MR, EMMOTT: I would attempt to answer that, 
rl Mr. Chairman, and it is really a reiteration of a 
former remark, that I donot think at the time of 
‘i the submission of the bylaw that the voter is 
be giving consideration, ‘the average. voter, to the 
14 interest rate. However, the bylaws. that the 
15 council can recommend to the populace,the extent 
16 of them is governed by the interest rate; in other 
17 words, what can you reasonably take on in a -given 
18 year? 
COMMISSIONER BROWN: In other words, if 
I may interrupt there, your analysis is) that the 
- interest rate might affect the size of the borrowing 
a but it won't affect whether they put up bylaws or 
a2 not. It is just whether they puti.a bylaw up for 
23 $800,000 or $1,000,000 but they will go ahead 
24 and put the bylaw up? 
25 MR. EMMOTT: Yes, IL would say that is 
2% true, Mr. Brown. 
COMMISSIONER BROWN: It is just your 
" opinion I am asking for. 
- THE CHAIRMAN: It is the total amount that 
29 


they are concerned with. They look at the total 


30 amount and they are not concerned as to whether 
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1 a quarter of it is in interest or one-tenth of 

2 it is in interest or otherwise? 

3 MR, EMMOTT: I think it has been fairly 

4 well established that an article selling for 

; $2 will likely not sell as readily as one selling for 
$1.99. I might add gratuitously, Mr. Chairman, 

5 that I think the submission of John Kenneth 

7 Galbraith in The Affluent Society, is a particularly 

8 apt one when he pointed out quite well that we 

9 spend billions of dollars inducing artifical 

10 needs when they are crying out in the municipalities 

1 for needs about which people need no. convincing. 

2 We can spend untold millions of dollars on 
municipal services from one end'of Canada’to the 

other and nobody has to be convinced that they 

i are necessary. However, when it comes to voting 

15 on a $14 million or $5 million bylaw people feel 

16 somehow it is much easier to vote "no" and that 

17 Somehow magically or mysteriously all problems 

18 will correct themselves. 

19 COMMISSIONER GIBSON: What you are saying 
is°’¢that the critical'thing is really the’ tax rate. 

If you are in a growing community you can look 

= forward to larger expenditures with much less 

22 pressure on you than if you are in a stable 

23 community when you actually raise the tax level 

24 above what the citizens of that community regard 

25 as reasonable. Then you really encounter 

6 resistaice whether this comes from interest rates 
or other reasons? 

a MR, EMMOTT: Yes. 

% COMMISSIONER GIBSON: What I want to ask 

- you is this following out of that: Admitting that 
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1 council sits down to discuss a capital project 
2 and decides what view it wants to take on it 
3 does the fact that the present rate of interest 
" is 6 per cent as compared with, say, 4 per cent 
three or four years ago have a significant 
g effect oni their thinking;  intother words, do 
. they try to pare this project down a little 
7 to make it more of an economy model? 
8 MR, MeCAFFERTY:. I.would say no. I 
9 an saying exactly the opposite to what my 
10 Reeve is and for this reason: I should have 
in brought this point up before. When you~ judge 
the cost of your financing in comparison with 
- your economy you do not save money in putting off 
- the’ matter to some future date when interest rates 
4 are lower when a great deal of your other’ costs 
15 are going to be higher. Our labour costs are 
16 rising annually from 14. to 10 per cent, depending 
17 on what the time happens to be when the employees 
18 come to bargain with us andthe cost of our supplies 
de have increased over the years and it seems to me 
that if you put off a project for three years 
a just because the rate happens: to be 6 per cent 
te and three years from now it is .5 per cent you are 
ee not saving very much. 
23 MR, EMMOTT: Mr. Chairman, I think you 
24 have got the Treasurer and me into an argument. 
5 We may perhaps be talking past each other to some 
sie extent. The $14 million parks bylaw which came 
before council, the recommendation of the, Parks 
- and Recreational Commission last fall was accompanied 
” by the cost of this bylaw if we, say; inserted an 
” item in the amount of $300,000 in’ the budget for 
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1 have been out of current levying or whether we 
2 sold bonds, as we are going to sell them, in amounts 
3 of $300,000 over a period of five years or whether 
a we borrowed that $4,500,000 in-one fell swoop. 
This was worked out, and while’) LI would certainly 
5 agree with Mr. McCafferty that before someone 
: shies away from borrowing, one had better take 
7 into account the erosion in terms of increased 
8 costs -= salaries, and so on -- and deterioration 
9 of works; and so on. Nevertheless, I-believe that 
10 a significant. number of elected people do look 
it at this °’and say, "Well, this is going to cost too 
much. It is $l million, so let us cut it. back 
- to $800,000", and I would submit there is a good 
- deal of caution on the part of elected people 
4 regarding the amount of the bylaw with which 
15 you go to the people. 
16 COMMISSIONER BROWN: But the effective 
17 interest rate is not a factor in arriving-at 
18 that decision? 
19 THE CHAIRMAN: Except that it may be 
the increase of interest that has brought it to 
- a point where they decide to cut it. back. 
=. MR. McCAFFERTY: In this particular 
22 example it was determined that the community 
ae could much easier finance any actual sales of 
24 debentures involved in the annual cost of the 
25 community, to finance a programme of $300,000 
26 a year for this purpose, rather than borrowing 
a million and a half in one case, and it was 
a realized that currently the interest cost 
cad would be, maybe, 53 per cent over a 20-year 
> period, and it might be lower next year or 
30 more next year, but whatever it may be, that 
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the municipality of Burnaby could much more 
easily afford to finance a borrowing programme 
of $300,000 a year for five years than it could 
borrowing $14 million in one year, especially 
in view of the fact we have other borrowings 
for other purposes. 
COMMISSIONER GIBSON: Would you want to 
Say anything about the market for municipal 
debentures or bonds? Do you regard it as adequate -- 
developing? Do you find circumstances where it 
won't take all the bonds that you would like to 
put out? 
MR. MeCAFFERTY: Well, our community 
has had, shall I say, in earlier years a difficult 
time, because of our history. . We are one of the 
communities in default during the 30's, just 
as with some big name cities in this country; 
but because, of that, we, as a community, have 
had to work a little harder in making ourselves 
known across this country as a good credit risk. 
I think I can say we have some of the best presented 
financial statements you will find anywhere, and 
we have a wide distribution of them. The dealers 
tell me that as long as I. do not dump any more 
than $14 million or $ 2 million a year in their 
hands they can dispose of the debentures, usually. 
COMMISSIONER GIBSON: In other words, 
there is at any given time a- sort of limit at 
the prevailing rates of interest? 
| MR. McCAFFERTY:, There seems to be a 
definite limit. It depends what type of merchandise 
you have. If you come out with a 20-year sinking 
fund issue, which you can do in this province only 
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1 Columbia, you can sell those bonds to big insurance 
4 companies and so on who are interested in that 
3 type of security. A local improvement works , 
4 which totals $1 million a year -- the payments 
5 one to ten years on the sewer bonds, and sidewalks 
one to fifteen years -- the dealers must find 
Z people who are interested in that relatively short 
‘ period of time. We mention in the brief the 
8 banks, and especially our own bank, picks up 
9 the ‘first five years of our issues as a rule, 
10 and the rest of the bonds are sold to pension 
11 funds and local citizens. We sold an issue of 
around $800,000 in December, and at the moment 
I find myself registering ‘bonds in the sums of 
3s one to twenty-five thousand dollars in the names 
- of’ individuals or very small companies. Yes, 
15 we seem to be able to market our bonds. 
16 COMMISSIONER GIBSON: And your market 
17 for the serial bonds is mostly a local market, 
18 whereas for the fixed bond issues you have a 
19 national market for those? 
MR. McCAFFERTY: I would say we have 
a a national market for the shorter term ones 
- too of a very different type of customer, but 
= you are asking me about our case -- not the case 
23 of the municipalities in this province? 
24 COMMISSIONER GIBSON: Yes. 
25 MR. McCAFFERTY: I think each community 
%6 has its own credit rating, and its own ability 
to market its bonds. Some are more thought of 
E than others. Our neighbour, the City of New 
- Westminster, almost without question has no 
‘i difficulty in selling its bonds. It is a very 
30 
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their bonds quite readily. 

COMMISSIONER LEMAN: In this complex of 
laws under you which you have to operate etc., 
and the behaviour of the market etc., would you 
mind commenting a little bit, if theremuch scope for 
Skill in the financial part of the council and 
its treasurer, or very little. In other words, 
do you feel bound by too much regulation and too 
much limitation on the way to go about meeting 
your needs? 

MR. McCAFFERTY: Mr. Reeve, would you like 
to answer that one, please? 

MR. EMMOTT: No, I’ would prefer not to. 

COMMISSIONER BROWN: Perhaps I should 
comment, as an investment dealer in Vancouver, 
and say that Mr. McCafferty does a top-notch 
job of preparing these bond issues for the market, 
and there is a considerable difference between 
the marketing of Burnaby bonds and some others. 

MR. EMMOTT: As a. result of the 
great confidence we have in Mr. McCafferty, 

Mr. Chairman, I have not worried myself too much 
about this aspect of it. 

COMMISSIONER LEMAN: Perhaps I should 
re-phrase my question. I don't think I meant to 
refer to you particularly -- from your answer, 
this is quite evident. I am talking about the 
position in general of a municipal treasurer and 
his velations with his council: How much scope 
do the present laws etc., leave for skill in 
financing? 

MR. McCAFFERTY: I didn't quite take that 
meaning from your first expression of the question, 
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1 has not chosen to do so. Our municipality 
2 made representations with the Union of British 
3 Columbia Municipalities within certain well 
"4 defined limitations, that the municipalities 
in this province should be permitted to borrow 
: money for either public utilities, sewers, water 
2 mains, and also we have electric light, and so on: 
u Any type of enterprise that qualifies as a self- 
8 liquidating enterprise under the laws of this 
9 province. To secure. money for these utilities 
10 at the present time you must have a vote of 
‘a the electorate, and you must have a 60 per cent 
majority, and we have found ourselves getting a 
a 54 per cent majority -- 54 per cent majority 
§ of 30 per cent of the electorate -- and the 
- feeling is that for a necessity -- and a sewer 
15 system or.a water system is a necessity in any 
16 community -- it is felt council should be permitted 
17 to get its capital funds without a vote. Now, 
18 the resolution.that went to the Union of British 
Columbia Municipalities put ample safeguards 
J to the people. There is no thought of saying 
oi thatthe Council shall do as.it pleases, or 
al anything like that. Personally, as a treasurer, 
22 I don't find too many restrictions I am faced 
23 with. The restrictions are all written down in 
24 the Municipal Act, and the Municipal Act says 
5 the Treasurer is responsible for various things, 
and it makes it his duty to do them. In other 
. words, if a municipal council wants to spend 
x money that it borrowed for building water lines 
oe on building a coliseum, then I have a duty in 
via writing to advise council that that is an illegal 


30 expenditure, and so on. I don't know of any case 
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1 where a treasurer has ever had to do that in this 
2 province, but the responsibility is there. 
3 MR, EMMOTT: I wonder if I may venture 
A an opinion here, Mr. Chairman and gentlemen: I 
didn't quite understand the question, but I 
2 think I do now. Regarding flexibility of 
s municipalities with respect to borrowing for 
7 various municipal needs, as a member of the 
8 Vancouver Metropolitan Joint Committee, I have 
9 the opportunity of not only studying the practices 
10 in various countries, but of actually going to 
1 various countries to see it first hand -- the 
as degree of authority given to municipal councils, 
and it is quite significant to me that over in 
. Great Britain very few issues were put to the 
i people. This is something that perhaps does not 
15 go down very well with many citizens who somehow 
16 feel that they are being by-passed, which I do not 
17 consider to. be the case. But, here is an example: 
18 Burnaby is a member of the Greater Vancouver 
19 water district and the Greater Vancouver sewerage 
and drainage district, and we could, hypothetically, 
‘g have every single trunk and sewage treatment 
‘a plant installed to serve the ultimate development 
a of Burnaby without one municipal lateral, and this 
23 is quite a hypothetical case, I grant you, but 
24 we could, as far as the law is concerned, have 
25 the Greater Vancouver sewage and drainage district 
2% do all this and incur a debt in the order of 
many millions of dollars, and yet not be able to 
rm get the consent to put in necessary laterals to 
= join up with these. The same thing is true of 
sea the water district: For the internal system, 
30 


which depends upon an adequate trunk system, 


etdd at dsdt ob of bed eve aad tervesotd s orernth 


i 


:  vetord et qiiltdrenoqaet ond dud ,oontvotq = fs 
erudaevy yen I tt tsbnow I sTTOMMA .AM ~ ca% the 


I inemefdnss bas namtisAd a .sted aoinigo ms 
T dud .notteesp sid dastetebayv atiup t'abrib 

to yiilidixelt aatbisseh .wom ob I stad 

~ Tot gcitworiod od déeqeet dtiw setsiisqtotarm 
aft to teduem 3s es .abson isqtotnum avolisv 
avai I ,sstiinmed gatot asttlogordeM ssvuoonsV 
esottosig odd satybuse ylao Jon 16 yYdinudtogdo sat 
od gntos yiisuses to tud ~esirtnvos avofisv at 

eft =~ basd dexkt gE s6a od esixdnvos evofis v ‘| : 
eaftonuoo Isqtotaum ot sevig qiitonéus to setasb 1G 
at tevo tedt om OF tasstifagha ediup et st bas 


ait od duq stow asveel wel Yisv atsticd Jssaxd 


jon geob eqacdreq tadd antdtemoe af akbdT  .sigog 
worismoe odw enssidio YAS ddtw Tie erey awob og 
tori ob I doirw .Oseenq-vyd gnisd sis ysds gedd feet 
:elqmexe as et eied td .ses0 edd od ot tedfanos 
sevioonsY sedeenxD ofd to tsdmem & af ydeniua ie 
eysiswese Isvvoonsy asetset) sat bas gobtsekb tedsw | 
Vllsotsesdtoqyud .bilvuos ew bas .dotaselkh exsnterb bas 
drnemdse td sagswee Das Jnr olsatea vieve svsd 
dnamgoleveb etsmitiu edd eviee ot dDolisvant Jaslq 
etdt bas ,fsivodet Isqtotnum sno duoddiw ydseard to 
gud “woy tretg I _seso Lsofdedtoays ag stiup af 
even .bernteonoo at wel sa} a6 tsi ee .bivoo sw} 
 gotusveks egsniets brs sgaweg Tevvoonsv seteeiD alt | 
%o tebro sd3 ni ddeb 8 suomt bos etdgy [Ls eb 

og elds sd son gsy 5ns .erefLob ‘to enoliflim yrs 

ot dmeanoo edt tog 

aviw qu atot 
éib reisw sat 


Nethercut & Young - 112 - 


Terente, Ontario 
1 you must obtain the consent of the people -- 
2. some 60 per cent of the votes cast. Why it is 
3 60 per cent, Heaven only knows. Why it isn't 
4 55 per cent or 85 per cent, or something like 
that -- people get elected with a minority vote, 
: but you cannot pass one of these with less than 
‘ 60 per cent. But, the Greater Vancouver water 
7 district has on behalf of Burnaby installed many 
8 valuable works, and we have simply made the 
9 request through Council to the Greater Vancouver 
10 water district and they have acceded to our 
rr request and these works have gone on. The 
oe resolution that for the first time received an 
endorsation of the British Columbia municipalities 
i last fall was as follows: That in respect of 
= self-liquidating utilities -- and in our case 
15 this would be water and sewer -- for the extension 
16 and renewal of these services, that municipal 
t7 council should be given the power to borrow 
18 money with the following safeguards: A two-thirds 
de majority of Council, a consent of the Lieutenant 
Governor in Council, the Provincial Government -- 
” and they have to do this anyway -- and the Inspector 
a of Municipalities-- the Department of Municipal 
-- Affairs, is not going to permit any municipality 
23 in British Columbia to borrow in an improper 
24 manner; anda further safeguard, that in the 
25 event that 10 per cent of the owner-electors 
96 demand a plebiscite that a plebiscite must be 
held, and we are anxiously awaiting the results 
“ of the submission of this resolution, because 
” I firmly believe that this is going to be the 
29 


coming thing, that nobody can convince me that 
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parliament or a member of the House of Commons 
is a more responsible person than a mayor or 
a reeve or an alderman or a councillor, with 
all these additional safeguards. I do not 
recall at the time Mr. Fleming changed the 
tax on cigarettes his writing to me asking me 
what I thought. 
COMMISSIONER MACKINTOSH: You will still 
probably have a chance to express your opinion. 
MR.; EMMOTT: I did: I gave up smoking. 
THE CHAIRMAN: Thank you very much, 
gentlemen. The discussion has been of very great 
interest to us and perhaps given us a view of the 
problems of municipalities such as Burnaby, which 
I think fit into the whole picture that we have 
to deal with, and I am very much obliged for 
your presence today. 


We shall now adjourn until 2 o'clock. 


--- Luncheon adjournment. 
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SUBMISSION OF THE BUILDING OWNERS 
AND MANAGERS ASSOCIATION, VANCOUVER, 
BRITISH COLUMBIA. 


Appearances: 


James H. Green - President 

Leslie C. Creery - Committee Member 
Theodore DuMoulin - Counsel 

Ernest "R. Austin - Committee Member 
EXHIBIT 5: Brief of the Building Owners and 


Managers Association, Vancouver, 
British Columbia. 


THE CHAIRMAN: The Building Owners 
and Managers Association, Vancouver, Mr. DuMoulin. 
MR. DuMOULIN: Mr. Chairman, my name 
is Theodore DuMoulin. I am a member of the 
Bar of this Province and I am appearing for The 
Building Owners and Managers Association, Vancouver, 
British.Columbia, This Association, as stated 
in the Brief which has been filed, consists of a 
membership numbering forty-five buildings represented 
by individuals, firms and corporations in this city -- 
it sounds strange but like ships in the navy the 
members of this organization are represented by 
buildings. They are represented by firms and 
corporations of this city -- and twenty-two 
buildings similarly represented having associate 
membership in Victoria, Edmonton, Calgary, Regina 
and Winnipeg. The membership is listed in 
Appendix "A" to the brief. 
I realize that our brief is taken as 
read by the Commission and I do not intend to 


take up the Commission's time by reading it now 
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and I propose only to summarize what emyoclients 
contend. Then I propose introducing to the 
Commission Mr. Green, the President of the 
Association and certain members of the Special 
Committee who are here and who are experts in 
their field and would like to address you and 
to answer any questions you may have. 

First I wish to make it abundantly 
clear that my clients! submission is of a positive 
and constructive nature, not negative or destructuve 
criticism, which it might perhaps be thought to 
be in some sources. 

We wish to discuss one particular phase 
of the methods of operation of one of the most 
vital institutions in Canada; an institution 
which was created almost thirty years ago as 
the direct result of the recommendations of the 
predecessor of this Royal Commission, the one 
headed by Lord MacMillan which was appointed in 
1933. I refer, of course, :to Canada's: central 
bank, the Bank of Canada. 

My clients feel strongly that parliament 
had very good reason for forbidding the Bank of 
Canada from engaging in any trade or business 
whatsoever not specifically authorized by the 
Act and there is a reference to that citation 
in the brief, of course. Among those reasons 
were three or four. One is that: 

(a) It might be unduly influenced by 

others participating in such trade or 

business, for instance tenants of office 
buildings if it engaged in the business 
of renting office space. 


(bo) It might engage in speculative 
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1 enterprise with tax payers! money. 

2 (c) It should concentrate all its 

3 efforts on its.own mission which is 

4 clearly defined in the preamble to the 
Bank of Canada Act of 1934 as mentioned 

; in paragraph 5 of the brief... 

: Here we point‘out, ads iLlithink the Chairman is’well 

7 aware, that at the present day it is seldom you 

8 find any preamble in an act of pabliament so that 

9 when there is a preamble in an act of parliament 

10 it usually is put in there designedly and for 

i the purpose of being the key. to what the intention 

of parliament was in passing that act. 

In this connection, it is interesting 

a to note that the MacMillion Royal Commission on 

14 page 63 of its report refers to: 

15 "a central bank, working .as 

16 it does purely in the monetary sphere". 

17 Then again on page 65 the report states: 

18| "Tt has in practice been 
found that a central bank can give most 

i effective service to the community if 

it is free from the-fear of interference 

a for political ends in operating the delicate 

22 mechanism of the national monetary and 

23 financial machine. Certain statutory 

24 limitations have almost invariably been 

5 adopted in order to emphasize the national 
character of the bank,” 

26 provisions 

I just refer to certain/as there are in this act 

. following this report. Then again on page 68 

i the report states: 

29 "One further point on which 

30 we may add some observations relates to 
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the cost of establishing and ope rating 
a central bank. In all that we have 
written above we have presupposed an 
organization adapted in its structure 
and size to the present Canadian 
system." 
Of course they were then referring to something 
Bn BOS 3025 
"Such an organization need 
be neither large nor expensive; its capital 
could be of modest dimensions; so that 
there would be no need of large earnings 
in order to pay the statutory dividend." 
Of course we realize the structure of the bank 
has changed since it was originally set up -- 
"The physical organization 
of the bank need be neither elaborate 
nor widespread. Its main activities, 
apart from the function of distribution 
of currency, in which it would substitute 
its services for those now performed by 
the offices of the Receiver General, would 
be concentrated in a single head office." 
The only other thing which I wish to add 
at the present time is that since paragraph 6 
of the brief was written -- where we sort of 
intimated that it appeared that the bank was going 
to build a building in Vancouver -- I have been in 
correspondence with the Governor of the Bank of 
Canada in which I asked him on behalf of my clients 
what the Bank's intentions were with respect to this 
proposed building and IT have received a reply which 
I would like to read. I did ask the Secretary 


to give copies to the Commissioners. I think 
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my clients want to refer to this letter later 
on and perhaps I should not read it all now 
because I think Mr. Green will be referring to 
it in the course of his remarks but this does 
bring it up-to-date that definitely the Bank 
is resolved to construct an office building 
on a certain site and it gives the proposed size 
of the bank and says that there will be a ground 
floor and mezzanine floorand twelve stories and 
it says: 

"As the requirements of 

the Bank of Canada and the Industrial 

Development Bank grow the amount of 

space available for rental to third 

parties will, of course, diminish.” 
So it is clearly anticipated that the major portion 
of this building will be let out to individual 
tenants. 

Just one other thing, Mr. Chairman, that 
might be of interest. Filed with the Secretary 
are complete press clippings which appeared in 
the press concerning this matter since our brief 
was filed. It has created a tremendous stir in 
this community as will be seen by the press reports 
and I thought they might be of interest to the 
Commission. 

With. your permission, Mr. Chairman, I 
would like to introduce to you, Mr. Chairman 
and Commissioners, Mr. James H. Green, Regional 
Manager of the Property Investment Department 
of the Great West Life Assurance Company here 
who igs President of The Building Owners and 


Managers Association. 


MR. GREEN: Good afternoon, gentlemen. 
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1 Firstly, I would like to express our pleasure 
2 in being welcomed to address you which would 
3 perhaps be something a little different than 
4 you may have experienced in Victoria, if I may 

attempt to inject some humour into this situation. 
: We are very serious about this. Our 
x association feels and feels very strongly that 
7 the Bank of Canada is not adhering to its charter 
8 and the original intent and that in fact it is 
9 entering into a field of enterprise which traditionally 
10 has remained in the scope of free enterprise 
rr organizations, private owners and institutions 

such ours. 
12 

The way they are doing this, in our 
opinion, is they are building fairly mammouth 
i4 banking facilities far and away beyond the reason- 
15 able need in our opinion of their organization. 
16 We would refer you particularly to 
17 Mr. Rasminsky's letter from which Mr. DuMoulin 
18 read some excerpts to you. 
In the City of Vancouver the Bank of 

Canada has had a branch office for a number of 
years.- Fifteen, I think, would be a fair figure. 
a They have been here, in other words, all through 
22 our boom. They presently occupy a small office 
23 consisting of perhaps 3,000 to 4,000 square feet 
24 plus basement. The Industrial Development Bank 
25 has recently moved into new quarters totalling 
9% 6,500 square feet of space so we have a total 

of approximately 10,000 to 12,000 square feet 
se of space that this organization is presently 
“ occupying in the city of Vancouver, British 
29 Columbia. 
30 Mr. Rasminsky has advised us by letter 
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1 that they are building awwih 86,500 square feet 

2 ofuscable, space in hievardas vault space of another 

3 12,000 square feet which would indicate a total 

; of very close to 100,000 square feet of space, 
a building which will cost from $4 million to 

: $6 million. 

? The present situation is this, that 

7 we estimate that they presently employ in total, 

8 we feel, 70 employees, 45 of which are employed 

9 in the Industrial Development Bank and the balance 

10 in the Bank of Canada. 

’ Our association has statistics and records 
to show -- and incidentally these records cover 

many millions of square feet of space in the 

“a United States and in Canadian cities which indicates 

14 that it is a reasonable estimate that approximately 13 

15 Square fet per employee is required. 

16 Simple arithmatic will indicate that 

17 if Mr. Rasminsky occupies immediately the 

18 building as completed 38,500 feet he contemplates 
and is planning for a staff of 300 employees which 

re again by simple arithmatic would mean that he 

. is going to have four times the number of employees 

21 in approximately woand a half years that he has 

22 got now. 

23 In addition to this if, as Mr. Rasminsky 

24 indicated, he is going to require additional space 

25 for his own ultimate use he is planning for a total 
of approximately 650 employees in the Vancouver 

tig operation of the Bank of Canada. 

i Gentlemen, I do not wish to bore you with 

- these statistics but I am simply pointing this out 

29 to you to indicate that in our opinion the Bank 


30 of Canada is in fact getting into the real estate 
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1 business which, as I mentioned earlier, has 

2 traditionally been an area for free enterprise. 

3 I-would like to add this, that our 

4 association has nov objection to the Bank of 
Canada building a building for their own use 

; in line with the act of parliament which so 

° permits -- no objection at all. In fact we would 

7 welcome it aS a proper addition to our city. However, 

8 we certainly do object if the Bank of Canada is in 

9 fact getting into the business of renting office 

10 space. 

i1 Tov-surmuip my brief remarks, gentlemen, we 

_ asked ourselves the question: Do these facts and 
figures indicate to you that the Bank of Canada 

24 is adhering to their charter and to.the MacMillan 

14 Report upon which that charter was based? 

15 We would like to suggest that in our 

16 Opinion the answer is no’, they are not and that 

17 this appears to us to be another inroad by a 

18 government corporation into our field of endeavour 

19 which has traditionally been respected>as a proper 
area for free enterprise. 

= Thank you. Gentlemen, I would respectfully 

. like to introduce Mr. Leslie Creery of the city 

22 of Vancouver to address you. 

23 THE CHAIRMAN: Mr. Creery. 

24 MR. CREERY: Mr. Chairman and gentlemen, 

25 I thank you for affording this opportunity to our 

2% association to present our views before you. I 
might sey this is the first time I have personally 

= appeared before a Commission of this nature. ig 

= was here, of course, in 1933 when our late 

29 


colourful mayor Gerry MceGeer afforded quite a 


30 lot of entertainment but at the same time I think 
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1 we are missing his influence today in that he was 
2 a great -- however, the late Mr. McGeer was a 
3 proponent of free enterprise and itis on that 
‘i point that a large number of 6ur members feel 
So strongly. 
: Naturally, we are all individuals in 
. our own way as representing the owners of major 
7 buildings and it is a very interesting business, 
8 ‘this one of developing an office building. As 
9 a matter of fact I do not want to bore you but 
10 three years ago I had a client who would occupy 
1 a good portion of a building and I worked on it 
for about eight months with an architect and so 
on. The whole project would run into about 
ge $5 million or $6 million and I arranged financing 
i through London and New York and by the time I got 
15 through with it, had my land obtained and then I 
16 got my financing fixed and by that time the 
17 original tenant got cold feet and backed out. 
18 So the building couldn't: go. 
m= These are hazards of the occupation which 
are interesting. They are good for one but they 
m are not hazards that concern: an institution such 
a as the Bank of Canada. I.don't know who they 
ce are answerable to. I doubt very much that if you 
23 presented their proposition today to the Building 
24 Advisory Committee, for instance, of the Building 
25 Owners and Managers of North America of which our 
6 chapter here is a member -- and I would say in 
explanation of that that the Building Owners 
. and Managers of North America have a special 
i Committee of expert building men who will come for 
<i a fee to any city and examine into the plans and 


30 Specifications and the economics of the building of 
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1 any building -- I don't imagine that any such 

2 Survey has been made of this building and 

3 furthermore I doubt very much whether on the 

‘ economics as we are faced with them today it 
would stand up. However, that is beside the 

; point excepting to say that I do not think-it is 

“ fair or proper that an institution such as the 

7 Bank) of .Canada which was ‘created in the. first 

8 place by an act of parliament for a certain purpose 

9 and' which was warnediin its charter not to enter 

10 into business other: than their own business -- 

rr for them. to come here to Vancouver and. very 
definitely enter into the business, of renting 

if offices in competition with private enterprise. 

e That, gentlemen, is sincerely and simply what 

14 motivates my thinking and my actions in this 

15 matter and I know that of a great number of the 

16 people interested in major buildings in this. city 

17 and no doubt through the rest of Canada. 

18 There is another point. I would: dike to 
touch on and that is this: In most of our 

ia cities, particularly in the west -- and, of 

- course, I can only compare now with cities. 

as below the line, American cities, and you may 

22 say, "What have we got to do with them, and what 

23 have they got to do with us?" -- but, after all, 

24 you can sometimes learn from the other fellow, 

5 and we notice there when they come to build 
federal buildings or state buildings or even 

. civic buildings they seem to have a knack of 

< getting together and planning it and saying, 

25 "Where do we put this building?", and the whole 

= thing is worked out, with the result that you will 


30 find in these cities, which are not all going into 
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decadence, just like any’ Canadian eity of any 
importance today -- we all have our oldest portions 
of the city falling by the wayside’ and losing 
value, and we have to do something about it, 
and it can be done by planning and persuading 
the government authorities to build in a certain 
area. We have here the Dominion Gov ernment who- 
built the post office. That renovated a great deal 
of the: property around that area which was 
failing Dack,: ‘and: stili fes"Sf- I may Say So, 
and it seems to me that if all the various 
buildings erected under government agency 
were to bé placed, within reason, within a 
certain area it would be of much more use to the 
eity. I realize that ‘is not -in your scope,* Mr. 
Chairman, but it seems to me that here we have 
a case of what I term an agency of government -- 
and I realize it is a separate corporation -- 
but we have a banking institution, anyway, which 
was created for a certain purpose, and it was 
definitely not the purpose of building buildings -- 
that’ 3" not ‘for ‘rent’ to’ other people. They 
are doing s0, and we would like it tobe prevented 
InY wos Sro le. 

THE CHAIRMAN: Are there are further 
comments ? 

MR. GREEN: May I introduce Mr. Harris, 
Mr. Chairman. 

MR. HARRIS: Thank you, gentlemen. I 
will be brief in this matter as I know you are 
busy, but one thing that concerns us, the Bank 
of Canada has constructed buildings in the cast, 
we understand, and has rented space, which surprises 
us. I don't know if there has been any objection 


to that, but from the quotation here from the 
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suggestions as to some of the main features 
of the constitution of a central bank for Canada, 
which was part of the brief of your predecessor, 
it states very clearly here in general a central 
bank's powers are defined in order that it may 
do only the very highest class of business. 
We agree they are infringing. on our high class 
too. Also, that they invest ‘only in the most 
liquid types of securities so that it is always 
in a strong position to come to the aid of 
the commercial banks in time of need. It would be 
little.use in time of crisis if the central 
bank had invested largely in assets similar 
to those of the commercial. banks. 

We contend this is building up their 
assets, and the banks naturally build expensive 
buildings, and if they do this across Canada 
they will tie up a vast amount of money across 
Canada which is contrary to their intention. 

MR. GREEN: Sir, I think we have said 
our bit, and we would be pleased to answer 
questions, or attempt to. 

THE CHAIRMAN: It-has been pointed out 
to me that we have no power;to take any action 
at.this time in time to prevent: them from building 
this building in 1962... Nevertheless, I think 
there probably will be a. number of questions. 

MR. DuMOULIN: Could I deal with that 
point you just raised, Mr. Chairman? 

THE CHAIRMAN: I am just suggesting -- 
and I don't know whether you have had any «ou 
correspondence -- you have had some correspondence 
with the bank and put your case before them? 

MR. DuMOULIN: Yes, that is true, Mr. 


Chairman, and there has been quite a lot of 
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correspondence not only with the governor, 

but with all the directors of the bank, and 

no doubt they will be taking the matter into 

consideration, and perhaps we will reconsider 

this matter along with a number of other things. 
It is interesting to notice that earlier 

this week the present governor filed his first 

annual report, and I notice there are a number 

of items there that he has dealt with in-an 

entirely different manner from his predecessor, 

and possibly this is another decision made in 

the previous regime that may well be reviewed 

now. We are going to suggest that possibly 

thet question would be asked by the Commissioners -- 

"What do you want us to do?" -- you are ‘asking 

that of my clients. We suggest respectfully 

there is a precedent for a royal commission 

coming to interim conclusions during the course 

of their deliberations without waiting for 

the eventual report, which I can well understand, 

if it is going to be as large as the other -- 

and probably larger -- due to the magnitude of 

the subject, will take a long time to be 

created; that there is a precedent in that 

the Royal Commission on Transportation came to 

some interim conclusions and recommended to 

the government that they subsidize the railways 

before they came up with their final report. 

I think my clients would be very happy if this 

commission could see fit to make some recommendations 

to the Bank of Canada without prejudice to their 

final report, that the Bank might well confine 


itself to its proper activities. 
COMMISSIONER BROWN: It has been suggested 
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that you have no objection to the Bank building 
a building when it is for their own purpose, 
and presumably that of the Industrial Development 
Bank. Do you suggest they should only build 
for their present use, or should they also build 
for some future expansion, and, if so, to what 
degree should they be permitted to provide for 
future expansion? 
MR. GREEN: If I may answer that, Mr. 
Brown: I don't think there is any formula for 
this, that we could give you, but we do think 
that @ prudent businessman would not be building 
space to take care of some ten times the present 
number of employees that they have now. When 
wevisuggested in our studies that they occupied 
20,000 feet now, which would be twice what they 
anes occupying now, if they were to build another 
20,000: feet they would be stretching it, but this 
appear to us to be much more reasonable than 
what they have actually planned at this time. 
COMMISSIONER BROWN: This was the point 
I wanted to make clear -- your protest apparently 
on a black and white basis, that they should 
build for themselves and not to rent; but I 
gather it is a protest of objection in degree. 
MR. GREEN: I would say that to the 
point we don't think they should actually build 
any additional space and rent it in competition 
with free enterprise. This is the black and 
white side of it. But, as prudent businessmen 
who have had a good number of years of experience 
dealing with tenants and expansion problems 
of tenants, I think we could concede there should 


be no objection to a reasonable degree of future 
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expansion space. Also, at.the same time 
I would like to mention this, that in this marvelous 
day and age there have been many examples of 
buildings built to expand into -- structurally. 
For example, we can show you a building right 
here which I: may refer to, and it is the 
URIS. office building on Broad Street in New 
York City, and this is a building which eventually 
will be.39 stories high, and in its original 
conception had approximately six stories, and 
they have expanded it by using new building 
techniques, and so on... We think there is 
good planning in taking care of their needs 
should their needs.prove excessive, which we 
doubt. 

COMMISSIONER LEMAN: The general area 
where the Bank of Canada should be, if it were 
to come to the city of Vancouver.as owner of 
its own building -- could it lend itself to 
treatment as a small building? 

MR. GREEN: No sir, we don't believe 
ii.t.. does, and perhaps we might review to some 
extent what the Bank of Canada has actually 
done in thisweity.s, Firstlyyrthey pugpchased a 
lot at the corner of Dunsmuir and Howe Streets 
consisting of four 25-foot lots by a 125 feet 
depth, which we have understood they were going 
to build a three or four story bank building on 
for their own use. They paid $260,000 for this 
property, which was a fair market value for the 
property at the time. I believe it was approximately 
two years later they apparently decided this was 
not meeting with their requirements, so they 


moved two blocks north over to the corner of 
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Hornby and Howe, right opposite the Vancouver 
Club, if that may serve'as a landmark for you, 
and paid $465,000 for four lots of 26 feet by 
120. So, they expanded their land requirements 
by four feet by 120, and they then, of course, 
were faced with supporting a large capital 
investment of $465,000 plus the cost of 
demolishing a three-story parking facility -- 
much needed, and built in 1955.°°So, in order 
to attempt to justify economically this large 
capital expenditure for land, of course, they 
were going to have to build a substantial building 
there. Idon!'t think therevis any®doubt of=that. 
If they were interestediin the economics of this, 
thisvis.what they would havertordoss or,sof course, 
sell the property and buy a-propery site for 
their bank, and not: necessarily in the location 
that they selected. There are many other locations 
which would have been available to them, we 
suggest,much closer to the seven chartered 
banks -- where the head offices of those banks 
are. I don't know if that answers your question 
or not. 

COMMISSIONER MACKINTOSH: Assuming 
that the Bank of Canada knows: what space it 
wants, had it approached a group or realty 
company and said, "We want°a building in a 
certain area, We want building space and we 
require certain vault space and so many square 
feet for ourselves and the Industrial Development 
Bank, and we are prepared to pay a rental on a 
long-term lease at so much a square foot, will 
you go and build and finance a building on that 
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and-a realty group were willing to build this 
building, would you still object if there were 
rental space in the building, because of the 
valuecof the site, in addition to that which 
the Bank and the Industrial Development Bank 
used? Would you Still object to that? 

MR. GREEN: As a matter of fact,sir, 
that is essentially the business that I am in, 
and I am sure that I would be more than delighted 
to be faced with such a problem. I am speaking 
personally at the moment. Perhaps Mr. Creery 
may have some comments to make on that. 

MR, CREERY: It would have made a good 
substitute for the tenant that ran out on me. 
However, L am not crying sour grapes or anything 
like that. The point is that you would have 
private enterprise finding the building and 
finding the capital and developing it, and so 
on, and you have to do that on a financial market 
the health of which is very largely controlled 
to avgreat extent by the Bank of Canada across 
Canada. If we want private enterprise to do things, 
I think we all agree that 2£010rc:12 people working 
around can do a lot more in various little ways, 
and bigs ways too,than one institution, and 
we are getting some severe shocks in British 
Columbia -- some very severe shocks, as no doubt 
you will probably realize when we begin to see 
that practically every form of enterprise is 
falling under the gavel of government. I don't 
know what there is we can do about it, but we 
can at least present our views, and one place we 
can do it is here, and we appreciate your listening, 


and I think it is an important thing that somewhere 
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1 along the line this stepping in of one government 
2 agency and another into the field of every 
3 kind of commerce -- it should be curtailed if 
4 we are going to maintain: our Canadian°oway of life. 
i MR, DuMOULIN: Could I, with respect, 
refer the Commission to the appendix of the 
: MacMillan Commission Report where the suggestions 
7 as to some of the main féaturés ‘of the constitution 
8 of a central bank for Canada are to be found. 
9 There are two-columns as you. will probably récall: 
10 One dealing with) the constitution. and the® other 
1 notes and comments, and I think number one is 
quitecinteresting intitselfyy*Itpsays: 
12 
"The Bank should have a 
13 


ead office andi! should bpe*allowed to 


14 ’ ; 
establish branches, to.actias note 


15 depots, étco, and®to‘take .overythe 
16 offices of the Assistant Receivers 
17 General." 
18 That is -a far cry from’86,500 square feet and 
19 3° stories. 
In-the comments -it says 

= "\Aveentral bank ’is in the 
ag nature of a large public trust..." 
22 I know some of the Commissioners are 
23 directors of trust companies, and I would think 
24 they would think it very unusual if in exercising 
25 their powers of trust they started speculating 
6 in°businesses such as office buildings, because 

when the previous Commission was sitting out 
id here I think I am right in saying -- and Mr. 
ig Creery will correct me if I am wrong -- that the 
29 


Marine Building, one of our largest office 


30 buildings,was about 80 per cent empty and stayed 
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1 that way for a good number of years, and this 
2 building in which we are sitting now stood 
3 for about 10 years empty during the depths of 
y the depression. No doubt the Royal Commission 
sitting at that time had very much in mind, 
: as they say, that the central bank is in the 
: nature of a large public trust and should not 
7 be speculating with the monies it makes out 
8 of its dealings on behalf of the public. 
9 THE CHAIRMAN: Well, the question is, 
10 is’ that what they are doing? Mr. Rasminsky 
1 says in his letter that initially the Bank of 
Canada and the Industrial Development Bank, which 
= is an! additional institution tied in with the 
i Bank of Canada, will themselves use 38,500 
14 square feet of space, and 48,000 will be available 
15 for rental to third parties, and finally he says 
16 that as the requirements of the Bank of Canada 
17 and the Industrial Development’ Bank grow the 
18 amount of space available for rental to third 
a parties’ will, of course, idiminish. > Itihas: been 
suggested here today that the provision for 
= 38,500 square feet is merely too great for their 
a proper requirements because it would involve a 
22 great number of employees -- aboutten times as 
23 many as they have now. Well, I don't know what 
24 their plan may be at the moment. I don't know 
25 whether any of you gentlmen do, as to what they 
26 are going to use those employees for. They 
may be perfectly justified in employing that 
ws many people, and assuming they are, then they 
- cannot be criticized for supplying the 38,500 
” square feet. And if they have to provide that 


30 much I would think they would be justified in 
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adding something to that for expansion. Then 
where do you draw the line? 

MR. DuMOULIN: Mr, Chairman, according 
to Mr. Green's figures 38,000 feet would be four 
times as much as they need so in addition to 
that they are going to have about twelve times 
as much again. It looks like a good example, 
it is fantastic, of Parkinson's law although 
Ioam not very familiar with that law. 

As. I said. at the beginning we are not 
trying ito be negative but to be positive and it 
does seem to us that parliament and your predecessors 
had very much in mind that this small, compact, 
very high calibre group of highly trained people 
would be just like the horse we knew in the days 
of our youth, they would have blinkers on and 
would: look straight: ato thes target: which dis in the 
Aga: specialty  business,° not to: get into private 
enterprise but to lookcafter LOO per cents ofthe 
time the economy of Canada and not be diverted by 
every cross: current and cross flow of business 
matters and so on with which they should not. be 
concerned at all. 

I presume, in line with Dr. Mackintosh's 
suggestion, that the person who owned that building 
would look after the renting of it and would not 
expect the assistant deputy governor or some 
other person tobother with how much rent he would 
get or if there should be a janitor fired. It 
is supposed to be looking after the bank notes 
of Canada and matters of which you gentlemen 
are much better acquainted than I am or any of us, 
those tremendously important national or inter- 


national matters, not mundane things like running 
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1 a building and renting to other: people in 
2 competition with free enterprise. 
3 MR. GREEN: Sir, may I add a comment? 
- We attempted to obtain the figures on the number 
| of people employed by the Bank of Canada and its 
: Industrial Development) Bank and to date we have 
¢ been unable to obtein them. We wanted to have 
7 some additional basis which we think would support 
8 our estimates of what they are actually doing 
9 right now and what might be foreseeable but 
10 this information unfortunately has not been made 
rr available to ous as yet. 
MR. HARRIS: -I might also point out, 
si Mr. Chairman, that. the Bank of Canada, as we under- 
i stand it, is a bankers! bank and they deal here 
14 with the other banks which are becoming fewer 
15 in numbers so we cannot see the expansion of the 
16 Bank, of CGanada.in this area, There may be a certain 
17, allowance for contingencies. but we-cannot see the 
18 Bank of Canada.ever being large out in this portion 
of the-country. 
19 
COMMISSIONER BROWN: I think I should 
* correct. an impression there because the Bank of 
a Canada also deals with all the investment dealers 
22 who have head offices in Vancouver and also have 
26 branches in Vancouver and the Bank of Canada 
24 carries out many functions in addition to merely 
25 supplying bank loans to the chartered banks. 
26 They issue bonds, exchange bonds and transfer 
bonds from one part of the country to another. 
a I am assuming it is not part of your suggestion 
78 that they should reverse this and go back to 
29 


merely issuing bank notes? 


ne COMMISSIONER GIBSON: As an accommodation 


5 
- 


Spt sigosd a 


- y = 
“cae? ogiigisdns 4 
“") Gdnemmos s bbs I yom —the. = Ml a 
| toduna odd m0 gouge t old nisddo of bedqaodds oW 


ett bas sbects) to nse eld. yd beyolque efqosg: to | 


a ay 


+ 

_ svsd ew sisb od baw sosd jnomgoLoved Istudanbal 
- 

; ave of bodmew oW edd mistde of sidsaw need. 


dvogque Divow watdd ew dotdw ekead [serokeiobs omoe 
gatob yilsusas ais yond deny to asdamides “NO 

tud efdsesaete? ed ddein tendw bas wom tdgia 

eben mood Jon ead ylovsnudito iam gotdemiotnt ekdst 
Joy eas) av ad sidslisvé 


~tuo datog oats drigin I :aTAAAH JAM y Der | 

-robs ew es «Sbsnsd ‘to asd ont tend, nsmtisnd aM Zz 
eaten Laeb yerd bas Nnsd teretdaed cs ek ,.vr basse | 
Towet gnainooed ors dotdaw axried todde edd dotw 

end Yo soberseqxe sad oo8 gonnso ew oa avedmun at | 
Atsiaso 6 od yom coved? .. cots eteld sib ahisneS to Aas 
att see domiso ow ted setomeagnidaos tot sonswolls | 


aotéroq etdd at duo égusl gabed stove sbsme0 to asd | 


argleeb tneataovalt ont ile miiw elsob oasis sbsaso0 


|| 

eyrtmuon edd: to: 4 

blvedte Io wtdd I :MWORE AAWOTACLMMOD | 
fo wned ofid sevsood etodt nokesotant a5 DeeTtOo 
} 

| 


ever oagls bas tevyoonsY ab eeottto based evsd oriw 
abansd) Yo wnsh oft bas tevuoonsV al esdomsid 
yiorem ot setdibbs at enotdonut yasm duo eotittso 
,etasd bersdusdo sdd ot ameol Aasd gaiylqque 
aotensit bos ebhnod oc doxe eebsiod eveet yedT 
tettons of yitruco edd Yo dusq eho wont abmod 


iia — 10 The ike mane ie To 


Nethercut & Young ~ 135 - 


Terente, Ontario 


1 to the bond dealers which I gather is a relatively 

2 new practice of the Bank of Canada they are 

3 carrying sufficient inventories in their vaults 

4 that transfers can be made of bonds without the 
expense of moving bonds. 

: COMMISSIONER LEMAN: May I ask -- 

6 


Mr. Creery’ referred to the fact that the government 


7 tox 


is taking more of a:hand in matters in general 


8 in the economy. Could you state what has been 

9 the case of the Federal’ Government's policy 

10 regarding “its: buildings ?°Do¢es: the Federal 

rl Government abstain from ever renting facilities 
in other buildings such as post offices? 

= MR. CREERY: That is correct,' there is 

no space for rent in the post*offices. - (Years« ago 

os the government purchased the old Wedge Building 

15 on Hastings Street. and converted°it intoga 

16 federal: building or added it°to their federal 

17 buildings and.they evicted every tenant and 

18 the building has always been occupied since then 

19 by some government office or other... I don't know 
of any federally owned real estate°in the city 

44 of Vancouver that has ever been rented to. anybody. 

4 MR. GREEN: Two further examples” of ‘that 

22 would be the Custom. Building, ,.a new one which was 

23 built here a few years ago and perhaps for obvious 

24 reasons, the Income Tax Building which I do not 

25 think anybody would want to get into if they 

26 could anyway. But I think it is the policy of 
most departments of the government to refrain 

= from getting into the business of renting real 

wd estate. On the other hand, they will lease 

si space in a commercial building if they do not 


30 have their own accommodation. 
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1 THE CHAIRMAN: Oh yes, I understand 

2 your point and there may be something in it. There 

3 seems to be quite a large number of square feet. 

, COMMISSIONER MACKINTOSH: I gather you 
would have no objection if the Bank of Canada 

: ‘leased, its surplus space to other government 

¢ departments ? 

7 MR. GREEN: No, I do not think I would 

8 because I think this building would be truly 

9 a federal building and would be amenable to 

10 that policy but we have no evidence to show 

it this is what what they would do and in addition 
to this, sir, going back:\to the charter again 

* which is where we get back to every time we 

— do not think they are empowered to do this under 

14 their :charter. 

15 THE CHAIRMAN: Well, that is a question. 

16 There are also legal opinions, I understand, 

17 the other way. 

18 MR. GREEN: Well, the courts would 
probably decide that, I would think, 

: THE CHAIRMAN: In due time. You have 

= not considered testing this in the courts, I suppose? 

at Well, I think this really comes down 

22 to.a matter of policy and what policy is right 

23 and desirable under the circumstances. 

24 Irrespective of the legality or otherwise if 

25 it is illegal or should be permitted then the act 
should be amended to make’ it legal or vice versa. 

e COMMISSIONER GIBSON: I would think, 

- Mr. Chairman, we could assume the Bank of 

“* Canada is not undertaking this kind of operation 

a as a speculation or as a way of making earnings 


30 rather than by buying and selling treasury bills 
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except with reference to the one aspect and 
that is to say putting an economic building 
on the site which they have chosen, They are not 
into the office space business as such rather 
than buying securities. Whether their building 
is too big for their purposes or too big for 
the site I have no judgment at all but I am sure 
you can eliminate the idea that they are trying 
to enhance their earnings by going into'the real 
estate business. 

MR, CREERY: It would appear, sir, that 
the opposite may almost be the case’ 

THE CHATRMAN: Well, I understand it was 
suggested ¢ it got into some other real estate 
deal and to get out of it it cost them so much 
that they had to rent’a lot of space to! make up 
PO a4 

MR. CREERY:. This might be a bit of an 
aside but there has been a total of $1 million 
in the three transactions which might’ be’ beside. 
the point but they purchased a site for $260, 000 
which I think everybody who knows the city will 
agree that for the purpose was just as good a 
site as they have got now, and -in'fact a little 
better because it is a block closer to the seven 
chartered banks who are all on the other side 
of Granville Street. ~Then they buy where they 
are located now for $465,000 which includes 
a $260,000 building which is less than five years 
of age and serving a very useful purpose, it is 
a ramp parking garage and they buy that and knock 
it down so at that point there are two deals, 
$260,000 and $465,000 which is about $525,000 


and then they sell the first location for 
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$310,000 which puts the number of transactions 
up to over $1 million and reduces their investment 
from $465,000 by about $50,000. So that they 
have got $415,000 in their site which we suggest 
they did not need to have at all actually. 

I do not think there is any real: thinking 
om planning: back, of ther thing.) Ltr stilledodks 
peculiar. I do not understand why they would 
do such a thing. I do not think you could find 
anybody in private enterprise who would do such 
shenanigans and it seems funny real estate deals, 
lican telinyou, that. .If) they are going: one to 
rent the building hh the same way and to manage 
it I:don't know how they will do it. 

COMMISSIONER HARROLD: Mr. Chairman, 

Mr. Green;in. answer’ to a previous: question; said 

he would be quite happy to build a building of 

this description if the Bank of Canada wanted 

to be: the: tenant. My question is,as a building 
owner,do; you feel that the office space in 
Vancouver is adequately taken care of at the present 
time, or does ,it need more office space?) It is 

a question of whether you build it or the Bank 
oefonCanada build it,or-is there 4 need for 

more space at the present, time? 

MR. GREEN: We have a vacancy of immediate 
office space in the city of around 124 per cent. 
This takes into account some of the older buildings 
which are also classed as’ major buildings, buildings 
with 30,000 square feet of space in them. 

COMMISSIONER MACKINTOSH: What is a normal 
vacancy -- 10 per cent? 

MR, GREEN: I think it depends on "normal", 


sir. In the last fifteen years we have been 
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1 running at a much better rate than the present 
_ rate. In the last two years our vacancy has, 
3 for example, more than doubled in our own 
4 members! buildings, in fact it has tripled in 
: the past two years. 
I think if I might go back to your 
: question again that private enterprise would 
7 find a way of providing space for good tenants, 
8 for special tenants such as you are suggesting, 
9 with their vaults providing the thing made 
10 economic’ sense which brings us back again to the 
rr one fact that we do not like and that ‘is: we do 
a not like the government getting into: our business. 
Really our-;whole presentation is on that point. 
13 
We think they ‘are. \@etting out ofi‘their own field 
14 and’into ours... If “Iomay suggest a iconclusion 
15 to. be drawn from Mr. Creery's comments about the 
16 land acquisition programme that they went “into, 
17 if, that Gislanyctindtieation of the way they handle 
18 real estate transactions then itis alluthe more 
reason why this should be free ‘enterprise and 
19 
not government. They ere ‘not ‘specialists: im it. 
si COMMISSIONER MACKINTOSH: They made a 
a pao rich: 
22 MR. GREEN: How much have they made out 
23 of the deal, though? ' Well, dtr mayiibela never, 
24 never plan for reduction but aside from that they 
25 should not be in this business, in our opinion. 
26 We think it is against all the principles for 
which the charter was designed and we would like 
27 
to go on record with you. 
. We know too that this may sound like 
~ a pretty small thing relative to the total problem 


30 that you gentlemen are considering. 
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1 COMMISSIONER MacKEEN: Have you any idea 
2 what they are charging per square foot for rentals? 
3 Are they looking for tenants yet? 
4 MR. GREEN: We don't know of any, sir. 
The plans, you see, have only just come out. 
: There has been.a great deal of secrecy, I might 
° add, about. this and it was not until last month 
7 actually that we were able to find out what. it 
8 was they contemplated. In fact the plans only 
9 Friday were sent to the building department of 
10 the icity: for approval. 
rr COMMISSIONER MacKEEN: What rental would 
; private enterprise have to obtain in a building 
; of that type in Vancouver? 
H MR, GREEN: Well, if this was’ to be 
ue a fully air conditioned, modern office’ building 
15 in the city of Vancouver I would think around 
16 $5.25 to $5.50 would be the current market per 
17 square foot per year. 
18 MR. CREERY :on To might say; ° as. Mir.- Green 
i stated, there is nothing official on this and 
this has been one reason why we have been so 
“i far behind because there has been nothing 
a definite about it and so we could do nothing 
a2 until recently. 
23 But we are told their rentals are running 
24 from $5 to $6 per square foot and they are arguing 
25 that that justifies things because they are not 
26 going to be competing with very many buildings 
here. It is only the more modern buildings 
: that get that rate and we only have a few such. 
a But you know it can shine one day and rain the 
” next and people can change their minds. You cannot 
30 tell. There may come a day when the Bank of Canada 
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people running the building if they cannot get 
it rented at $6 they will cut to $5 when we 


cut it to $4. I don't know but in any event 
they are right there, they are competition and 
they are pretty tough competition. 

Their building in Toronto 


MR, GREEN: 
which we know of was built four or five years 


ago up on University Avenue, I think 150,000 
feet of space there and they occupy 50,000 
. oo they 


and rent the other 100,000 to tenants 
ere in the real estate business in Toronto at 


a 


this moment and in Montreal. 
ay that the timing of the 


11 
I would s 
Toronto venture perhaps was very opportune in that 


at that particular time there was a great demand 
for office space I wonder though if today in 
15 Montreal and Toronto the Bank of Canada contemplated 
their 150,00 square foot building, office building, 
when I think in Toronto there is 23 million square 


feet of space going onto the market in the next 
even larger figure 


18 months and in Montreal an 
if we read correctly in our papers here -- I just 


19 
vonder what the owners there would think of this. 
I am suggesting, in other words, that the Bank 
did what they did at a very propitious time 
and at a time when there could have been some 
CET 


rumblings but nothing too much about it. 
We know our problems 


is the reverse. 


24 
situation here 
That is why it was important for us to try to get 


in and do something about this. 
Surely what Mr. Green 


MR. DuMOULIN: 
is an indication of speculation. 


28 
has said, sir, 
speculative business I don't 


if hat is not 


a 
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1 THE CHAIRMAN: Any further questions? 


2 Thank ‘you very much, gentlemen, for 


3 your submission... Wa.will consider ‘this. 
We shall now adjourn until 9.15 


in the morning. 


6 ---Ad journment. 
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,|TO THE ROYAL COMMISSION ON BANKING AND FINANCE suet) Minot 


tte re 
 BERALSOBORASAB ERS OF VANCOUVER STOCK EXCHANGE ‘ 


4 i A. ‘VAN LUV BM, ARXECUTIVE " SsiesitoReD osde sy seid" 
ND ‘MEMBERS OF THE COMM 


ty 


lee 


t 


eo eiian =i $otwdera sats to noktsroq709 in 
; am ay I summarize briefly the contents 5 OG 7 ha 
“8h to the o Royal Cos Agion on AeListoonaé -arenwo gaibiiva sat ina | ' ee 


’ =f ‘ 7 
es e The Vancouver Stock Exchange chartered under the ij ic. oi : 


toe hey! N ¢ ; a ; ; ; 
‘a wes Province of British Colurnbia and founded in 1907 and having & IOGuc | . 
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acne in the day tc day business of Western Gankith over the space 


Ithan halfa century respectively places before the Royal Gommissic| 


lealiowing pointe for its consideration, 
. él 


i3 ive It has been an important function of the Vancouver Stock Exchail ge to 
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provi ide 4 trading place for the shares of development compani Pr ot 


only in British Columbia but in many inatances for ne test of | Bhada} 


| 
The Exchange has on ite own initlative acted more of jece conel aten! by 


and continuously through the years in an effectual programme tr 
policing its-own a n while maintaindhg 2 facility for the tr| “ 


| 8 


trading of Siaaehie issued shares of lietad companies, 


The members of the Vancouver Steck Exchange are int ‘ereatad he 


improving anc regularizing that portion of the Canadian syate og 
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responsible free enterprise and offer citizens the opportunity tre 


share in ownership of business and industry. 


We submit that the volurne of trading in Vancouver could be indreased 


substantially if more financial institutions in the West were cofeciousiy 


BE 


to direct more of their buying and selling transactions through 


- Vancouver. In this 3 espect we suggest that national companied Would 


I 
be doing their shareholders in British Columbis 2 service in proRidin, 


| trading facilities and transfer facilities in the City of Vancouv dang We 
; | 7s 


do not suggest that such a policy should be enforced by compuly ae pe 
| ‘ 


eptlations but merely that it be recognized as good practice within. 
‘ae fee 


financial institutions concerned, 
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TO THE ROYAL COMMISSION ON BANKING AND FINANCE SUBMITTED 
ON BEHALF OF MEMBERS OF VANCOUVER STOCK EXCHANGE BY 

J. A. VAN LUVEN, EXECUTIVE VICE PRESIDENT TO THE CHAIRMAN 
AND MEMBERS OF THE COMMISSION. 


7 May I summarize briefly the contents of our submission 


gto the Royal Commission on Banking and Finance, 


The Vancouver Stock Exchange chartered under the laws of 


the Province of British Columbia and founded in 1907 and having a unique 


10 


record in the day to day business of Western Canada over the space of more 
11 than halfa century respectively places before the Royal Commission the 
12 | following points for its consideration, 


13||1. It has been an important function of the Vancouver Stock Exchange to 


14 provide a trading place for the shares of development companies, not 
4 only in British Columbia but in many instances for the rest of Canada 
2. The Exchange has on its own initiative acted more or le.s consistentl 
: and continuously through the years in an effectual programme of 

17 policing its own situation while maintaining a facility for the free 

18 trading of properly issued shares of listed companies, 


19 3, The members of the Vancouver Stock Exchange are interested in 
improving and regularizing that portion of the Canadian system of 
responsible free enterprise and offer citizens the opportunity to 
share in ownership of business and industry. 


22 4. We submit that the volume of trading in Vancouver could be increased 


23 substantially if more financial institutions in the West were consciously 

24 to direct more of their buying and selling transactions through 

95 Vancouver. In this respect we suggest that national companies would 
be doing their shareholders in British Columbia a service in providin 

trading facilities and transfer facilities in the City of Vancouver. We 

27 do not suggest that such a policy should be enforced by compulsions o 

28 regulations but merely that it be recognized as good practice within 

29 the financial institutions concerned. 
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1 nes 
2 
3 
5. We suggest that under Succession Duty Laws as applying in Ontario 
4 and Quebec, an inequity exists in the case of British Columbia 
5 holdings of such shares where estate death duties are concerned, 
6 There being no succession duty in British Columbia the British 
7 Columbia shareholder however may still become liable for such 
taxes merely by reason of the fact that the companies whose shares 
: he holds are Cuebec or Ontario incorporations, 
? 6. We suggest that an increasing degreo of uniformity of Securities 
10 Acts be developed in Canada. This point is suggested rather than 
41 recommending a national securities act because in a province located 
12 so far from the national capital local knowledge and contacts are 
13 most necessary for the fair and orderly development of British 
Columbia. 
14 . 
7. It is suggested that arbitrage between exchanges is a desirable 
15 device and tends to narrow regional spreads in buying and selling. 
16 This tightening up on the spread between markets ensures the buyer 
17 and seller of a more just and reasonable price, 
igh’ We conclude that it is our contention that in trying to protect. 
Canadians from unscrupulous promoters it would be tragic if the 
B hands of legitimate builders were tied in the process and that while 
20 the exchanges should exercise stringent safeguards the whole 
21 economy of the country would suffer if twrestrictive legislation was 
22 inacted against the legitimate builders of Canada, 
23 
24 
25 
26 
27 
28 
29 
30 
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2| To THE ROYAL COMMISSION ON BANKING AND FINANCE 


3|| Submitted in behalf of Members of the Vancouver Stock Exchange by 
John A. Van Luven , Executive Vice-President. 


4 To the Chairman and Members of the Commission: 


5 It is a privilege for the Vancouver Stock Exchange to be 


6 able to present, today, a Brief to this Commission under the convenient 


circumstances of doing so in Vancouver. By visiting Vancouver, of 


7 

course, the Members of the Commission will gain the additional 
8 

advantage of renewing personal contact with a city which is the recognize 
9 


economic centre, as it is the transportation seaport, for a wide segment 


10 || of the westerly part of Canada. The visual evidence of the city's growth, 


11| 8° representative of an advancing economic maturity in all of Western 
Canada, will provide you with a helpful background against which any 
representations made to you may be examined. 


Introductory 


14) 1, The Vancouver Stock Exchange is chartered under the Laws 
15 || of the Province of British Columbia. Founded in 1907, it has the rather 


16 unique record of never having closed its doors for business, for any 


cause, on any day when it would normally operate. Most other exchanges|, 


under the exigencies of war and business conditions, have found it 


necessary, at some time, to enforce a general suspension of activity. 
Since the very essence of an exchange's function and duty is to provide 

20 ||an ever-present facility for the buying and selling of shares, thus ensurin 
1 maximum liquidity of the ayy shareholders, continuity of sessions 


is important. Vancouver's record in this respect is a matter of 


considerable satisfaction to the Members of the city's exchange, 


on In a region still engaged in industrial pioneering, as 


24 Western Canada must be for this and other generations to come, and 
25 ||where along with the visible resource of land, timber and water power 
26 ||there are many hidden resources of oil, natural gas and minerals, 


industrial risk-taking is basis to growth. 


3. Inevitably, it has been an important function of the Vancouver 


Stock Exchange to provide a trading place for the shares of development 
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companies. Moreover, it has beennecessary that a standard of practice 
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AZ 
in trading would apply to protect the unwary from hazards over and 
above those inherent in the rather adventurous undertakings which 
many of the traded shares have represented, 
4. Much has been learned by experience. The Exchange has not 
had to be prodded into reforms but has acted more or less consistently 
and continuously through the years in the undoubtedly effectual programm 
of policing its own situation while maintaining the greatest possible 
freedom of facility for the proper play of the law of supply and demand 
to reflect itself in prices, 
5% Our Exchange Members are zealously interested in 
improving and regularizing that portion of the Canadian system of 
responsible free enterprise that offers citizens the opportunity to share 
in ownership of business and industry and in so doing creates a need © 
for a dependably administered market place for the tokens of ownership-- 
the securities of public corporations, 
Character of Trading 
6. As was to be experted, the Vancouver Stock Exchange for 
many years was predominantly a trading place for shares of mining and 
oil companies operating in British Columbia and Aiberta, Industrial 
issues for a long time represented an almost negligible part of total 
volume of transactions. 
Pe It is still true that the mining and oil sections of the 
Vancouver Stock Exchange's board on which securities are listed for 
trading, are responsible for a large part of any typical month's trading. 
But just as Vancouver has grown as a centre of general commercial, 
financial and business activity in holding its long-established place as 
the third city in a country where all major cities have experienced 
remarkable growth in the past 20 years, so the Exchange has risen as 
a more diversified trading place with steadily increasing emphasis on 
industrial securities. 
8. In the appendix to this Brief, and submitted as Exhibit A, 


is a current list of members of the Vancouver Stock Exchange. It will 
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be noted that an interesting proportion of these are firms doing 
business from coast to coast in Canada. More such firms would be 
welcomed as members. The current price of seats on the Exchange 
at approximately $11,000, as indicated by the most recent transaction, 
should be no obstacle to major brokerage and investment houses of 
Canada who do not presently have seats on the Exchange widening their 
service to clients by following the example of other Eastern Canadian 
firms that have become members here. 

a) The three-hour time differential between Vancouver and 
the Toronto-Montreal markets lengthens the practical share trading 


time in Canada. Vancouver stock brokerage firms begin their 


business days to coincide with the operating times of the Eastern 


markets, It is logical to assume that many occasions will arise when 
it will be beneficial in client service for transactions to be executed 

in Vancouver after close of the Toronto and Montreal exchanges. 

10, Also submitted in the Appendix, and identified as Exhibit B, 


is a tabulation of comparative trading volumes of the Vancouver Stock 


Exchange for the past 12 years. It will be observed that in this period 
the relative importance of industrial share transactions, in terms of 
values, has risen so that since 1958 the industrial share trading has 
been larger than all other categories combined. The significance of 


this change is, perhaps, not widely enough realized in Canadian business 


he hes In the Appendix and identified as Exhibit C is a record sheet 
of quotations and transaction for 1961 in which are included the names 
of all companies whose shares are listed for trading in the Industrial 
Section of the Vancouver Stock Exchange. This is an impressive list 
by comparison with five or ten years ago, It is equally notable 

however for the conspicuous omissions it represents. We recognize 
that we have much work to do in adding to the list many Canadian 
companies whose shares should be traded in Vancouver. 

ioe We believe it would be in the interest of the companies, 


their shareholders and of Canadian finance and business in general if 
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many more of our important Canadian companies, with shares widely 
distributed in Canada, were to pay their shareholders in Western Canada 
the compliment of facilitating trading in those shares in the general 


region where the shareholders reside. 


5|| Retaining Western Business in the West 

6) 13- As the capability of the Vancouver Stock Exchange to serve 
Western Canada in buying and selling many shares of national companies 
becomes increasingly recognized, the tendency to use the exchange for 
such purposes almost automatically grows. However, such volume could 
be increased substantially if more financial institutions in the West were 
10||consciously to direct more of these transactions to Vancouver. 


1114. It is frequently the case that a branch of a chartered bank 


in a small B. C. community such as Duncan or Grand Forks, might 
receive instructions from a customer to buy or sell shares of sucha 
company as International Nicke\,Massey Ferguson or a British Columbia 
Company such as MacMillan, Bloedel & Powell River Limited, Customar 
15 procedure will be for the branch manager to assume that Eastern Canada 


16 is the place for this transaction to be made and the order is transmitted 


here to be filled, Where there is listing in Vancouver, the order could 


e just as satisfactorily handled, from the client's point of view, in 
ancouver, if not more so due to the factor of proximity. 

15, In this respect, of course, it would help if national 
institutions such as banks and trust companies, deriving large revenues 


rom their operations in the West, were to recognize that, as a matter 


f equity and logic, and in order to assist in the development of the 

est in which they will share the benefits, share transactions should 

e specifically directed to be made in the West wherever this can be 

one consistently with serving their clients' best interest. Using an 
stablished channel of business merely because it has been long establishe 
nd without recognition of the natural ambitions of new areas to develop 
heir economies in depth and maturity is evidence of a lack of progressive 


olicy or of appreciation of the value of community-building. 
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ortunately, undue conservaties in this area shows signs of yielding to 


owledge that Vancouver is today equipped to handle the buying and 


6, We make no suggestion, of course, that such a policy should 

e enforced by any kind of compulsions or regulations, but merely that 

be recognized as good practice within the financial institutions 

orncerned, 

he Under succession duty laws as applying in Ontario and Quebec, 
4n inequity exists in the case of British Columbia holdings of such shares 
here estate death duties are concerned, There is no succession duty 


British Columbia, but a British Columbia shareholder whose estate 


ay become subject to probate and settlement will be liable for 


succession duties in Ontario and Quebec merely by reason of the fact that 


the COMpanies whose shares he holds are Quebec or Ontario incorporations|, 


he incidence of share ownership and company registration obviously 
should not be the basis for making a non-resident subject to death duties 
some other province or provinces, 

S, It is noteworthy, in this respect, that a mutual fund recently 
amed Charlottetown, Prince Edward Island, as its head office to escape 
e anomoly of this kind of succession duty situation, The device should 
ot be necessary in Canada. Surely people living outside of Ontario and 


uebec should not be subject to the succession duties of those provinces, 


By conferences and comparing of policies, an increasing 
degree of uniformity of Securities Acts has developed in Canada, This 
rend, however, could go farther and faster with advantage. It is our 
nderstanding that the new Securities Act, scheduled for introduction 
British Columbia in the present session of the Legislature, will 

juite closely approximate the Ontario and Quebec acts. Both in structure 
f the laws respecting securities administration and in promulgated 
egulations, it would be helpful if there were uniform policies in effect 


rovincially across Canada. Were that to develop, it would largely 


dispose of the case sometimes advanced for a Federal Securities Act 
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Collaboration By Exchanges 

20. While it is desirable that each of the major exchanges in 
Canada should maintain its individual operation and identity, members 
of the Vancouver Stock Exchange believe that more integration and 
collaboration in activities can be arranged to the advantage of brokers 
and their clients, Such an end would certainly be promoted by greater 
uniformity of stock exchange rules voluntarily arrived at by the 
respective exchanges for their mutual interest. Progress is being 
made in this direction, We trust it will continue, 

Arbitrage 

re From the debate that has occurred in Ontario and Quebec on 
the practice of arbitrage it might be judged that this constituted an 
activity against shareholder interest and that it should be discouraged. 
22. Our view is quite the opposite, Arbitrage between exchanges 
narrows regional spreads in buying and selling. Where unduly wide spreads 
exist, someone is suffering a disadvantage which is avoidable by active 
correction under the arbitrage process. While the derogatory term 
"scalping'' is commonly used to describe the process of equalizing 

bids and asks geographically, it could equally be dignified by the term 
"correcting'' since arbitraging brings markets more realistically into 
line with one another. This tightening up on the spread between markets 


ensures the buyer and the seller of amore just price. 


Conclusion 


23, Finally, we would observe that, consistent with proper 
safeguards from abuse of privilege, the financing of companies in 
Canada and administration of trading in company shares should be 
covered by laws that are not so cumbersome or restrictive as to 
discourage legitimate enterprise. 

24, Canada by its very nature, is a country where progress to 
date has been largely the product of risk-taking. One can not foresee a 
time when competent venturers in industry will not be collectively one 


of our greatest Canadian assets. Such persons are in no way parasitical 


‘ diaceataak rotem odd io dose dad? sidetivob at st ott W 


|  aredotent ,vilinebi bas noits1ego leubivibat eti nisiaiea bivoda pies: 
be | 


| bre noitetgetni strom todd oveilod egasdoxad A032 revuoons ons 3 le 
atexoud to sgsinsvbs od} ot begneiss ed mBo aoitivisas rik noitsrodslioo} » 
seise1g yd betocmotg od yinisites bluow base ms owe ,etnoilo thedt bal . 

ont xd 36 bevints ylitainulov aeiux sgasdoxe A078 to versie 7 
gnied et gagtgotd etagitsiat Isuinat tisdd tol eeanssoxe evitooqaet) 7 


,ountanoo Sitw di tevt? oW ,soitoetib aids at ose) a 


no sedeuQ bus oissinO nt betsavo00 asd isd} stadeb ed? giotd 
as beiwiitenoo eidt ted? boabuiy ed tdgict 3: ogotiidts to eatin esq oa 
s| 
segasioxe ceowled ogsi wiedt A .otisegge edt stiup si weiv 10 
Hssitge ebtw ylrbau ozedW .gotlfes bas qatyud ai nReeene [snolg st awoxtss| \ io 
evitos yd eldshiovs et doidw agniasvbrsaib & garreveie ai gmoemos pee 
met yrotsgo eb oft eltdW .eaeooig eystiidrs od tebny aoteat gin 
gatsileupo te aasso1g odd aditoaeb of bear ylmomraro. ef "gsiqizce! 
mxe? edt yd bettingth ed yiisupe blioo ti ,ylissidqs1tgosg axles bas sbi) 
Oar yilso: jatises etomt efsaten agnitd gaigatiidis pore "gaitoox200" 
| séeuttecn neewied baeige off mo qu gnineidgit eid T .tadioms smo sittw ontl HOt 
bi? ,ooktg tau, etort s to cinlton adi bas teyud ed} setuans) | 
notentonod} 
68] 
as 


ai eginagatos to gnioasalt et} pegeliviag to sands mot} ebrsugoise| 


neqotg dtiw jastelanoo isd? avieado bivew ow ,lisni'l 


ad bluoda eartsde yasqates si yatbert to soiistieiniosbs bas shane) 
ot 8s evitsiwne’ to omoetsdatuys oe ton 16 tedt awsi yd betevodl Hac 


.sultgqtoine otamitigel egstuooelb) 


|] 
o? ssotpexe gtedw yttnuoes 5 af ,stwssm YISyv ati yd sbens9 
| 


i 2s] ae 


dh 


| Sno vlevitosiloo ed ton Uiw ytteubat ai ate tuinev insteqmos asdw or : 


8 ssagte? Jon aso 9nO .gnias! ~dait ko soupner edt ylogisl aood esd east 


| [sottiestsg ysw On ai ors anosieg dove .eloaes nstbeanO teessoxg wo d 1? 
+ —o i oe ; ad el ’ te cj © ea 


‘S : a 
“ees abe, eee Ieee Te 


29 


30 


Nethercut & Young 
Terente, Ontario 


Ale 


but rather are the builders on whom many others depend for vision and 
initiative and organizing ability from which come jobs, taxes, purchasing 
power and our high standard of living. 

25%. In trying to protect Canadians from unscrupulous promoters-- 
always a worthy endeavor--it would be tragic, of course, if the hands 

of the legitimate builders weretied in the process. The whole economy of 
Canada would suffer at a time when it is imperative that we release all 


the constructive energies of which we are capable. 
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7 J.C. A€om 572 owe Stroat 

Agem i (eo. itd. 572, ae Nid Speucs, W, 

Pater Wy ell Masher na. Cc. | 
8 Beongarvd & Coimpaay enrer St, Weee Monazed, G. R. 

phe av Ootzrio 

Brtuk, Hivigon & Loteyar Lid. 717~93T West Heatings 82, Letevar, Hazold W. 
9 Byrisigh & Fartmers Ltd, 20i-T89 West Poesdar St, Burlesah, RW. 

Carlile & MeCarthy Zod. 540 Howe Stren: McCarthy, Bf. 1. 

10 Contimental Invest, Ona ». Totd. 215-768) W on Paadar Streat McGraw, Juin 
J... Crang & Co, 40 Acieialde St, Yeast Crang, J. HM. 

Tovonto, Ostaris 

11 Davidecsm & Oo, Ltd. S72 Hows Streat Stone, Ne Wa. 
Voharty, Roadhouse bk Co. C43 Wet siastinga ee Tapp, Goa. ™M. 

R. 1, Wareia SOK. S50 Vhome Fe: ative o Bry ; 

12 Caixinse he Ca. Ltt. 4030 West Gaorgla ft, Malafo, H.R. 

Jovs Frame & Cormpaany 904- 1) AdeolaidwSt, Waat Frovrae, Joha 7. 
Tore he Ontasts 

13 feenne Inveatraante Ltd, 614 Yateo St., Wietorts, B.C. Hayar, J. Dents 

at Seonrityea dtd, 201- Tey WaatP Panter Gt. Hall, F. &, 
i, : Rerzoeworth & CosLed, 572 Houre Direet Wuacewtet ", He 

14 PM, SO. Katcheeon Javastunents ae 0 Granville & Keteteson, H.C, 
WW. U. Tuatimeer Inc. 697 St. James St, Wea: Latimer, W.D. 

tise aal » Maebre 

15 &.H. lemnard & Co. Lid, 649 Weet Hsatingn &t. Lansard, Sir 8. H,. F. 
Bugis hiactay & Co, Ved, £20 Hows Stragt “Patwarsan, Jas. & 

16 Vhomnt Mackay tf Go, Lid, $A) rlovaby Strset Mackay, T.E, 

ND. 7. bf neteuria Ltd, 24 Burvard {trast MacKsasaie, D. 
MeBenrnid bittar & 675 Wost Hactlngs St. MecDermic, Donala C. 

17 Me aeriwntt Lid. 

MoelLeca, Young, Waly & Co. Lid.624 Weet Pender St, Reacsell, Kenneth G, 
Royden WMorvia & Cs. Lid, 534 Mornhy Street Morris, J, Rerds 

18 Odie mM Brawn Lerastmentea Ltd, 470 Grraville Etrest Brown; W. TT. 

G. hi, Olivar & Co, lta, G2) Weoat Hastings St. Chilectt, Awd. 
Osler, Fawanand hk Warton Ltd, 211-717 Weet Pender St, Sakiw, Jr. WwW. dA. 

19 Pemberton Saeuritios Led, 744 West Hastinge Gt; Toomoon, W. EE. 

A, A, Prbvheerd lav. Ltd. 005-837 Vroes Haatinge Bt, Peitehard, A. Allan 
Tusanan RB. Rava Company Ltd, 432 Waet Hastings St. Reed, 7.0, 

20 Jmmves Kickardgon & Sons $69 West Kaatings St, Thempaon, A. G. 
Ryyal Securivion Co, $44 Howe Straot - Wooten, Poa. 
Syaia & Cao. Led. 1691-675 West ieee St. Same, Bruce C, 

21 Reroute. end Roan Ltd, 74% Weat Heatings St. Stevenson, CG. H, 
Nawmra Rh. Waliiall Led. ALA Barrare Strest Whitt, HR. 
Wiwiverton 4 Ce, Led, 534 Purrard 2trant Wolverton, MH. XE. 

22 Tovkshirg Securities Ltd, 900 Waet Pandar St. Lamprey, J. H. 

BOARD OF GOVERNORS 1962 _ 
Chalirovar W. Spence Vice-Chairman 4.5. Chihcott 
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Exhibit B_. 

st MINES OILS BANKS INDUSTRIALS 
xq 

1950 $ 8,641,884 $ 24,162,199 901 $ 4,729,821 

195) 26,373,039 18,272,016 1,112 11,521,878 

1952 14,582,561 21,428,175 6,510 4,189,344 

1953 11,330,812 7,406,528 111,511 6,520,589 

1954 9,139,524 10,682,406 173,455 12,093,846 

1955 23,896,185 10,903,586 47,827 21,268,438 

1956 25,184,807 14,400,804 11,724 20,302,243 

1987 9,136,683 23,359,784 88,548 15,498,439 

1958 10,423,791 7,711,037 153,024 24,841,918 * 

1959 12,248,813 4,843, 350 463,966 33,210,433 * 

1960 7,474, 184 2,707,722 482,777 24,666,607 * 

1961 40,518,345 4,285,867 871,145 56,017,228 * 

* Industrial values exceed totale of Mines, Oils and Banks 
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A. PREFACE 


It is the contention of the Council of The Corporation of the District of Burnaby, that insofar 
as the municipalities of British Columbia are concerned, tax anticipation loans to municipalities by 
the chartered banks are amongst the best secured loans dealt with by the banks, and as such, shoul 
enjoy preferential rates of interest. 

B. BORROWING POWERS OF MUNICIPALITIES 


Pursuant to the Municipal Act R.S.B.C. 1957, municipalities may contract debts for: 


te The supply by contract of materials and services, professional or otherwise, required for th 
operation, maintenance and administration of the municipality and of municipal property. (sec 247). 

2. Any capital purpose within the jurisdiction of Council (Villages and local Districts excepted toja 
degree) by the issue and sale of debentures or by other obligation. (Sec. 248). 

3. Any capital purpose within the jurisdiction of Council, with the obligation so incurred to be 
repaid within five years, provided that the aggregate of such debts outstanding shall not exce 
at any time, a total amount equal to Five Dollars multiplied by the population figure of the 
municipality, or One Hundred Thousand Dollars, whichever is the lesser. (Sec. 260). 

4, To meet current lawful expenditures with the obligation so incurred to be repaid within the 
current year. (Sec. 264). 

C. THE ROLE OF CHARTERED BANKS 

The following outlines the role of the chartered banks in the financing of the above: 

Uk; The intent of Section 247 of the Municipal Act is to permit a municipality to contract over a 
period of years for the purchase of materials, equipment or services necessary to its operation. 
If the duration of the ve hanks is for five years or less, the assent of the owner-electors is no 
required. If longer than five years, but not exceeding twenty years, the assent of the owner- 
electors is required. 
The contract is with the supplier of the materials, equipment or services, but it is quite 
common for the account to be assigned to a chartered bank, Of special interest is that hire 
purchase contracts for heavy equipment especially designed for assignment to a chartered bank, 
can greatly decrease the interest cost to the municipality. 

2. Under Section 248 borrowings can take a number of forms. The first is by the issue and sale pf 
debentures. In this, traditionally, the chartered banks have purchased the first five year 


maturities of selected credits. 
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4. 2.cd. If debentures are issued, temporary financing may be secured upon the hypothecation of the 
5 debentures with a chartered bank, or with anyone willing to eiyanee the money. In the case of 
local improvements, temporary financing may be arranged with anyone, pending the passage of 
a debenture by-law and the issue and sale of debentures. (Sec, 607). 
7 The second is by contract, (for example, the District of Burnaby has a contract with the Greate 
Vancouver Sewerage and Drainage District for financing over long term, the costs of local sewer- 
age and drainage systems). Such contracts may provide for temporary financing through a 
chartered bank or anyone else, pending completion of the financing called for in the contract. 


10 3. Section 260 was designed to give a Council emergency borrowing powers without a vote of the 


owner-electors. Funds may be secured from anyone willing to lend same. 


11 
4, Section 264 permits borrowing in anticipation of current revenue. Currently there are two 

12 methods of securing such funds, The first is by time notes with a chartered bank, and the secon 

13 is by an auction of such time notes. 

14 5. On the date of this report, the prime rate of interest chargeable by chartered banks on borrow-: 
ings by municipalities for capital or current purposes, is 512% the same as applicable to the 

15 Provincial Governments. This rate is also applied to high grade commercial credits. Some 

16 years ago, when interest rates chargeable by the banks were low, municipalities with population 

17 in excess of 50, 000 enjoyed a better rate of. interest than those with lesser populations. Further 
more, there was a greater spread between the rates applicable to the individual municipality, 

18 depending upon the credit rating of the community. With the prime rate Setstiianea at 51% , 

19 most municipalities are being charged this rate, and none may bargain for a better rate. 

20 6. Tender loans given by the banks are at very low rates, but the circumstances concerning them 
are special, and account for the Lowness of the rates. Recognized Stock and Bond dealers call 

21 loans are at rates from 33/4% w BIA in connection with Canada debentures, 514% to 512% 

32 in connection with Provincial debentures, and 512% in connection with all other types of 

23 debedted! Certain margins of the securities are required to secure the loans which may run 
for indefinite periods, 

24 


Db. TEMPORARY FINANCING IN THE OPEN MARKET 


25 At the present time, in the open market, the larger municipalities may obtain temporary fin- 


ancing at interest rates of possibly 31/2% and upwards, dependent upon the term of the borrowing 


26 

and the size and credit rating of the municipality, This market is untested in British Columbia, 
27 but it is well tested in Ontario and Alberta. However, borrowing in this fashion would be 
28 restricted to the larger municipalities, as indications are that each issue would require to be 
29 
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1 
3 
3 
4 D. cd: in the neighbourhood of $100,000. or more. 
5 E. CONCLUSION 

ts There are three classes of loans made by the chartered banks to municipalities. 
6 (a) Interim financing of capital projects either by promissory note or by hypothecation 
7 of debentures pending the issue and sale of debentures. 


(b) Short term capital financing upon promissory note whereby the municipality undertakes to 
levy over a short number of years, the required repayment of principal and the interest 
9 charges. 
10 (c) Financing of current lawful expenditures by promissory note repaid during the current 


year, upon a pledge of tax receipts. 


ay 2 While it is believed that a good credit municipality should enjoy interest rates on borrowings 
12 ' for capital purposes, at least as low as applied to a high grade industrial or commercial 
13 enterprise, it is recognized that a bank is placed in a difficult position in calling its loans in 
a period in which market conditions will not absorb a debenture issue. In other words, there. 
14 
is a degree of risk in such loans. 
15 3. It is submitted, however, that the degree of risk involved in tax anticipation loans to municipal 
16 ities is much less, and should gain for the municipalities preferred rates of interest. The 
regulations set out in the Municipal Act pertaining to borrowing, are appended to this submissipn. 
iW From Section 264 thereof, it will be observed that the Act prescribes rigid limits of borrowing 
18 and prescribes that revenues as collected shall be set aside for the repayment of the debt. In 
19 British Columbia, tax arrears are not permitted to accumulate beyond three years, at which 
time, properties are sold for taxes. This gives incentive to property owners to meet property 
a tax payments before meeting other obligations during depressed economic periods. In any 
21 event, a prudent Bank Manager should have little difficulty collecting on tax anticipation loans 
22 if the loan is kept within a reasonable percentage of the total anticipated tax collection, and if 
93 he sees that receipts are deposited according to law and from time to time applied to the 


reduction of the loan. 
24 \|F. REGULATIONS PERTAINING TO MUNICIPAL BORROWING 
The Sections of the Municipal Act pertaining to borrowing are appended hereto. 


25 G. PRESENTATION AT HEARING 


With the desire to conserve the time of the Commission, the municipality does not request per 


26 
mission to make personal representations at the hearings. Nevertheless, it stands ready and 
27 willing to supply further information, or to appear at the hearings at the pleasure of the 
28 Commission. 
29 
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H. MUNICIPAL ACT R.S.B.C. 1957 
PART VI 
CONTRACTING DEBTS 


Division (1). --- Incurring Liabilities and Borrowing Money 


247, (1) The Council shall not incur any liability beyond the amount of the municipal revenue for the 
current year and any of the accumulated revenue surplus of prior years appropriated for the annual budget 
or the annual budget as amended, except as hereinafter provided in this Division. 


(2) The Council shall not borrow in anticipation of current revenue, save as hereinafter provided 
in this Division. 

(3) Notwithstanding subsection (1), the Council may contract for the supply of materials, equip- 
ment, and services, professional or otherwise, required for the operation, maintenance, and adminis- 
tration of the municipality and of municipal property, 

(a) where the duration of the contract is for five years or less, without the assent of 
the owner-electors; and 

(b) where the duration of the contract exceeds five years and not more than twenty years, 
with the assent of the owner-electors. 


(4) Notwithstanding subsection (1), where in this Act provision is made for the acquisition, by 
lease or otherwise, of real or personal property, the Council may enter into a lease or other agreement, 

(a) where the duration of the lease or other agreement is for five years or less, without 
the assent of the owner-electors; and 

(b) where the duration of the least or other agreement exceeds five years and not more 
than twenty years, with the assent of the owner-electors; and 

(c) with the Crown in right of Canada or of the Province, without the assent of the 
owner-electors. 


(5) Except under clause (c) of subsection (4), no contract, lease, or.agreement shall be entered 
into under this section where the duration or term of the contract, lease, or other agreement is in excess 
of twenty years. 1957, c.42, 8.244; 1958, c.32,s.116. 


248, (1) The Council may, by by-law adopted in accordance with the formalities and restrictions 
contained in this Act, provide for contracting debts by borrowing and for levying rates for the payment of 
such debts, including interest. 


(2) In the case of a city, town, or district municipality, the funds borrowed or obligation incurred 
may be used only for a capital purpose within the jurisdiction of the Council, except as otherwise provided 


in this Act. 


(3) In the case of a village municipality, the funds borrowed or obligation incurred may be used 
only for any of the following purposes:- 

(a) The purchase, construction installation, reconstruction, enlargement, and extension 
of waterworks, electrical, gas, and sewerage systems: 

(b) The purchase and housing of fire apparatus and other appliances for fire protection: 

(c) The paving and surfacing of highways: 

(d) The purchase, construction, reconstruction, enlarging, and equipping of a hospital 
or the granting of aid to a hospital society for such purposes. 


(4). In the case of a local district, the funds borrowed or obligation incurred may be used only 
for any of the following purposes:- 

(a) The purchase, construction, installation, reconstruction, enlargement, and extension 
of waterworks, electrical, gas, and sewerage systems: 

(b). The purchase and housing of fire apparatus and other appliances for fire protection: 

(c) The purchase, construction, reconstruction, enlarging, and equipping of a hospital 
or the granting of aid to a hospital society for such purposes. 1957, c.42, 8, 245; 
1958, c.32, 8.117. 
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Municipal Act 


249. (1) No debt shall be contracted by a city, town, or district municipality which causes the 
aggregate of debts for all purposes, other than debts for temporary current borrowings, debts for 
school purposes, and one-half of the debt for a utility or other municipal enterprise in respect of 
which the municipality possesses a subsisting certificate of self-liquidation granted by the Inspector 
of Municipalities, to exceed twenty per centum of the total of 

(a) the assessed value for general municipal purposes of the taxable land and improve- 
ments within the municipality, which assessed value shall be the average of the total 
value shown in respect of such land and improvements upon the real-property assess- 
ment roll for the current year and for the two years immediately preceding the year 
in which the debt is created; and 

(b) the value of the utility systems and other municipal enterprises in respect of which 
the municipality possesses a subsisting certificate of self-liquidation granted by the 
Inspector of Municipalities, such value to be determined by the cost of the systems 
and enterprises less the amounts approved by the auditor from time to time for 
depreciation. 


(2) No debt shall be contracted by a village or local district which causes the aggregate of 
debts for all purposes, other than debts for temporary current borrowings and one-half of the debt 
for a utility or other municipal enterprise in respect of which the municipality possesses a sub- 
sisting certificate of self-liquidation granted by the Inspector of Municipalities, to exceed the total 
of 

(a) ten per centum of the assessed value for general municipal purposes of the taxable 

land and improvements within the municipality, which assessed value shall be the 
average of the total value shown in respect of such land and improvements upon the 
real-property assessment roll for the current year and for the two years immediately 
preceding the year in which the debt is created; and 

(b) twenty per centum of the value of the utility systems and other municipal enterprises 

in respect of which the municipality possesses a subsisting certificate of self-liquid- 
ation granted by the Inspector of Municipalities, such value to be determined by the 
cost of the systems and enterprises less the amounts approved by the auditor from 
time to time for depreciation. 


(3) For the purpose of calculating borrowing power under this section, the unencumbered 
funds or securities held at the credit of a sinking fund or debt repayment fund (excluding those held 
in respect of debts for school purposes and one-half of those held in respect of debts for utilities or 
other municipal enterprises) to a value approved by the Inspector of Municipalities shall be deducted 
from the aggregate of the debts outstanding. 1957, c.42, 8.246; 1958, c,32, s.118 (altered). 


250. In every by-law adopted under section 248 there shall be recited 

(a) the amount of the debt intended to be created, and in brief and general terms the object 
for which it is to be created; 

(b) the amount of the assessed value for general municipal purposes of the taxable land and 
improvements for the current year and for each of the two years immediately pre- 
ceding the year in which the debt is to be created; 

(c) the depreciated value as at the thirty-first day of December of the year immediately 
preceding the year in which the debt is to be created of such utility systems and other 
municipal enterprises for which the municipality possesses a subsisting certificate of 
self-liquidation granted by the Inspector of Municipalities; 

(d) the amount of the existing debenture debt of the municipality, and the amount (if any) 
of the principal and interest in arrears; 

(e) what consents or approvals required by this or any dher Act have been obtained. 

1957, c.42, 8.247; 1958, c.32, 8,119. 
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4 Municipal Act 
251. No by-law adopted under section 248 is valid unless 
5 (a) there is stated in the by-law a date on which it shall take effect; 
(b) the amount of the debt is repayable within the lifetime of the work for which the debt is 
6 incurred, or, except where the by-law is one authorizing the issuance of sinking fund 


debentures under clause (c) of subsection (1) of section 252, in any case not later than 
thirty years from the date of the debentures or other obligations issued for such debt; 


7 (c) the by-law provides that the requisite sums shall be levied and raised by way of real- 
property taxes in each year by a rate sufficient either 
8 (i) to make the annual payments for interest and for the repayment of the 


principal; or 
(ii) to make up any known or anticipated deficiency in the amounts raised or to be 
9 raised by any special charge, rate, or tax for the annual payments of interest 
and for the repayment of the principal; or 
(iii) where it is known or anticipated that the revenue derived from the undertaking 


10 in respect of which a debt is created will be insufficient to meet the annual 
payments of interest and for the repayment of the principal of the debt, to make 
11 up the deficiency of the proceeds from the use of the undertaking by the mun- 


icipality or by any other person; 
(d) the by-law, or project or undertaking to which the by-law relates, has received the 
12 consents or approvals required by this or any other Act; 
(e) the by-law has received the assentof the owner-electors. 1957, c.42, s. 248; 
1958, c.32, s.120 (altered). 


252. (1) A by-law adopted under section 248 may authorize the issuance of 
14 (a) debentures pursuant to the terms and conditions of which payments to be made in repay- 
ment of principal and payments to be made by way of interest on principal are combined 
15 into blended payments of principal and interest payable annually, during the currency of 
the debentures, as nearly as practicable in equal amounts. In such case the by-law 
shall settle a certain specific sum to be provided annually during the currency of the 
16 debentures for each payment; 


(b) debentures pursuant to the terms and conditions of which payments by way of interest 
iby on principal are to be made semi-annually or annually and payments in repayment of 
principal are to be made by specified annual instalments during the currency of the 
debentures. In such case the by-law shall settle a certain specific sum to be provided 
18 in each year during the currency of the debentures for the payment of the interest, and 
a certain specific sum to be provided in each year for the payment of the instalment of 
19 the principal; 


(c) sinking fund debentures for a term not exceeding thirty-five years if the payment of 

interest thereon and the repayment of principal thereof is to be guaranteed by the 
20 Province and if the sinking fund payments therefor are to be made to and be admin- 
istered by the Minister of Finance. ; 


21 (2) The by-law may provide that the debt, and all debentures or other obligations outstand- 
ing issued therefor, may be called in and paid at any time before maturity upon such terms as to 
a> notice or otherwise as may be specified by the by-law. 


(3) The by-law, with the approval of the Lieutenant-Governor in Council, may provide, 

where sinking fund debentures are to be issued, that the provision for annual sinking fund payments 
23 may be deferred for an initial period not exceeding five years if the provision for annual sinking 
fund payments for the remainder of the term of the debentures is an amount sufficient for the full 
24 repayment of the debentures at maturity, 


(4) Where a water or sewerage system has been provided, in whole or in part, under 

25 Part XVI or the Local Improvement Act, being chapter 237 of the Revised Statutes of British Columbia 
1948, such project shall be deemed to be self-liquidating if the levies imposed under section 532, 568, 
569, or 616 are sufficient to meet the annual expenses for maintenance, operation, and payments of 

26 interest and principal of debts incurred therefor, including the corporation's share of such payments, 
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252. (5) Where under subsection (4) sewer rentals or consumer rates or charges for water are 
imposed sufficient together with the frontage tax to make the project self-liquidating, the Council 
may transfer to general revenue from the said rentals, rates, or charges an amount annually equal 
to, but not greater than, a levy imposed under a by-law for the corporation's share of the payments 
of interest and principal of debts incurred for such projects. 1957, c.42, 8. 249; 1958,1¢.32, 18. Lol, 


253. Notwithstanding section 251, it is not necessary to obtain the assent of theowner-electors to 
a by-law for contracting debts when the moneys so borrowed are used to pay for works undertaken 
under the provisions of Division (1) of Part XVI. 1957, c.42, 8.251. 


254, (1) For the purposes of this Part, a municipality owning and operating a utility or other 
municipal enterprise consisting of works, equipment, or facilities 
(a) for supplying gas, electrical energy, or water; 
(b) for transporting persons or property; 
(c) for transmitting messages by telephone; 
(d) for providing sewerage facilities 
may apply to the Inspector of Municipalities for a certificate of self-liquidation in respect thereof, 


(2) Notwithstanding subsection (1), the Inspector of Municipalities may issue a provisional 
certificate of self-liquidation for a utility or municipal enterprise prior to completion of construction 
and pending its full operation by the municipality. A provisional certificate shall, for the purpose of 
this Division, be deemed a certificate. 


(3) A certificate granted under subsection (1) or subsection (2).may be revoked by the 
Inspector of Municipalities upon evidence that such utility or enterprise is no longer self-liquidating 
or within a reasonable time has not become self-liquidating. 1957, c.42, s.252; 1959, c.56, s.7. 


255. Every by-law for contracting debts by borrowing shall be approved by the Inspector of 
Municipalities, who may, in his discretion and upon consideration of the economic circumstances 
involved, 

(a) refuse to grant his approval if he considers that the debt proposed to be created by 
the by-law should not be created; 

(b) withhold his approval until he is satisfied that the project can be completed for the 
amount proposed to be borrowed; 

(c) withhold his approval until he is satisfied that the depleting of the borrowing power 
occasioned thereby will not unduly delay the undertaking of other projects of established 
urgency then under contemplation; 

(d) withhold his approval until the amount proposed to be borrowed is reduced; 

(e) withhold his approval until the terms of the by-law as to repayment or otherwise are 
altered or amended to his satisfaction and in accordance with his directions. 

1957, c.42, S.253; 1958, c.32, 8.123. 


256. An appeal lies from every decision of the Inspector of Municipalities under section 255 to 
the Lieutenant-Governor in Council, and the Lieutenant-Governor in Council shall hear and determine 
the matter, and may confirm, rescind, or amend the decision of the Inspector. The determination of 
the Lieutenant-Governor in Council on the appeal shall be conclusive and binding on all parties, 
including the Inspector. 1957, c.42, s.254. 


257. (1) Except as hereinafter provided in this section, all debentures issued under the same 
by-law shall bear the same date, which date shall not be more than two years from the date the 


authorizing by-law takes effect. 

(2) Where it is anticipated that a project may require more than one year to complete, the 
by-law authorizing the debentures may provide that the debentures may be issued in series of certain 
amounts and at specified times, so long as no series of debentures is dated more than four years 
from the date the authorizing by-law takes effect. 
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257. (3) Any interest accrued on any debenture at the date of delivery of the debenture by the 
municipality to the purchaser shall be payable by the purchaser to the municipality. 
W9b4. Coa. Se20o LING eC. ote alld. 


258. The Council may, pending the sale of any debentures authorized pursuant to this Act, by 
by-law, without the assent of the electors or the Inspector of Municipalities, borrow from any 
person sums not exceeding in the aggregate the face value of such unsold debentures and as security 
for such borrowings hypothecate with the lender the unsold debentures; provided that 

(a) the money so borrowed be used solely for the purposes for which such debentures 
were created; and 

(b) the proceeds from the sale of the debentures, or so much thereof as may be necessary, 
shall be used to repay the money so borrowed. 1957, c.42, 8.256. 


259. (1) The Council may invest temporarily the proceeds, or any part of the proceeds, obtained 
from the sale of debentures in securities of the Government of Canada or of any Province thereof, or 
in securities the principal and interest of which are guaranteed by the Province of British Columbia. 


(2) Any interest earned on the investment of such funds shall be used solely for the purposes 
for which such debentures were created or toward the payment of interest thereon. 1957,c.42, 8.257. 


260. (1) Notwithstanding any other provision of this Act, where the Council deems it necessary 
or advisable to contract a debt for any purpose of a capital nature, not in excess of an amount as 
calculated under subsection (2) and repayable within the time specified in subsection (2), the Council 
may, by by-law, without the assent of the owner-electors, contract the debt by borrowing and making 
due provision for the repayment of the debt and any interest thereon. 


(2) No by-law adopted under subsection (1) is valid that is not in accordance with the 

following restrictions and provisions:--- 

(a) The aggregate of such debts outstanding shall not exceed at any time a total amount 
equal to five dollars multiplied by the population figure of the municipality, or one 
hundred thousand dollars, whichever is the lesser; 

(b) In the by-law shall be stated a date on which it is to take effect; 

(c) The whole of the debt, and of the obligations to be issued therefor, shall be made 
payable on or before five years from the date of the obligations issued for such debt; 

(d) The obligations issued for such debt shall be dated within the same calendar year in whic 
the by-law is adopted; 

(e) The by-law shall provide that such sums are to be raised and levied in each year during 
the currency of the obligations as shall be sufficient for the payment of interest at a rate 
fixed by the by-law and for the repayment of principal as it becomes due. 

1957, c.42, 8.258; 1958, |¢.32, 8.125. 


261. In every by-law adopted under section 260, there shall be recited 

(a) the amount of the debt intended to be created, and in reasonable detail the object for 
which it is to be created; 

(b) the amount of any existing obligations authorized under section 260; 

(c) the amount of the existing debenture debt of the municipality, and the amount (if any) 
of the principal and interest in arrears; 

(d) what consents or approvals required by this or any other Act have been obtained. 
1957, c.42, 8,259. 
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Municipal Act 


262. (1) A by-law under section 260 shall not be adopted until the terms of the by-law, the nature 
and form of the securities to be issued, the terms of repayment, and the project have been submitted 
in detail to the Inspector of Municipalities and have received his approval. 


(2) The Inspector of Municipalities may, before granting his approval to a by-law proposed 
to be adopted under section 260, require the Council to submit a budget of capital expenditures 
covering the ensuing five-year period and showing the proposed method of financing the expenditures. 
1957, c.42, 8.260. 


263. Obligations issued under authority of a by-law adopted under section 260 shall rank as 
debenture debt of the municipality. 1957, c.42, s.261. 


264. (1) Notwithstanding any other provision of this Act, the Council may, without the assent of 
the electors or the approval of the Inspector of Municipalities, by by-law provide for the borrowing 
of such sums of money as may be requisite to meet the current lawful expenditures of the municipality. 


(2) A by-law adopted under subsection (1) is not valid unless 


(a) the whole of the debt is thereby made payable within the current year; 

(b) the maximum amount to be borrowed is stated, together with the maximum rate of 
interest; the date stated on or before which all principal and interest is payable; and 
the form of the obligation to be given as acknowledgment of the liability; 

(c) it is provided therein that, in addition to any other requirements as to signature, the 
obligation or obligations issued shall bear the signature of the Treasurer; 

(d) the total of the liability authorized to be incurred by a by-law does not exceed the whole 
unencumbered amount of taxes due to the municipality in respect of the immediately pre- 
ceding year, plus the whole amount remaining unpaid of the taxes for all purposes 
levied or to be levied during the current year, less the total liability previously 
incurred under this section; i 

(e) the amount of the unpaid taxes which are set aside as security for the liability 
authorized to be incurred is shown either in the by-law or in a schedule thercto. 


(3) In case a by-law adopted under this section authorizes borrowings to be made prior to 
the adoption of the annual rate by-law or prior to the time when the amount of the tax levy for the 
current year can be ascertained, the amount authorized shall not exceed seventy-five per centum of 
the whole levy made in the immediately preceding year. 


(4) Where money is borrowed pursuant to a by-law adopted under this section, the Council 
shall set aside as security for the liability authorized to be incurred the unpaid taxes due the munici- 
pality at the end of the immediately preceding year which have not been pledged or otherwise encum~ 
bered, and the taxes for the current year or such part thereof as may be considered expedient, and 
the money borrowed shall be a first charge thereon; and thereafter the money received from those 
taxes shall not be intermingled with other funds or income of the municipality, but shall be applied 
only in repayment of the money borrowed and the interest thereon until the liability so incurred has 
been fully discharged, after which the remainder of the taxes so set aside may be used for any lawful 
purpose of the municipality. 

(5) The taking of special security under this section shall not limit or affect in any way the 
general liability of the municipality in respect of any money authorized to be borrowed under this 
section. 1957, c.42, 8.262; 1958, c.32, 8.126. 


265. A member of the Council who votes for any by-law or who signs any obligation, in contra- 
vention of the provisions of this Division, or who agrees to any contravention of the provisions of 
this Division, shall be disqualified from holding any municipal office for five years. 

1957, c.42, 8.263. 
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Municipal Act 
Division (2). --- Debentures and Other Instruments 


266. (1) All debentures and other instruments relative to the contracting or repayment of debts 
duly authorized to be executed on behalf of a municipality shall, unless otherwise specially authorized 
or provided, be sealed with the seal of the municipality, and be signed by the Mayor, Reeve, or 
Chairman, as the case may be, and by the Clerk. 


(2) A Council may by by-law provide that some other person or persons shall sign any 
debentures in place of the persons mentioned in subsection (1). 


(3) The coupons attached to any debenture shall bear the signatures of the persons signing 
the debenture. 


(4) The signatures to the coupons attached to a. debenture may be written, or they may be 
stamped, printed, lithographed, or be in other facsimile form. 


(5) A debenture or other instrument which does not conform to the requirements of this 
section is not valid. 1957, c.42, s.264; 1958, c.32, s.127. 


267. Any debenture issued on behalf of any municipality, payable to bearer, or to any person 
named therein or bearer, may be transferred by delivery, and such transfer vests the property of 
such debenture in the holder and enables him to maintain an action thereupon in his own name, 
1957, c.42, S. 265, 


268. Any debenture issued and made payable to any person or order is, after the endorsation 
thereof in blank by such person, transferable by delivery from the time of the endorsation, and the 
transfer vests the property thereof in the holder and enables him to maintain an action thereupon in 
his own name. Any debentures so made payable to the holder thereof may be subsequently made 
payable to any person or his order and registered in accordance with the provisions of section 269. 
1957, c.42, 5.266. 


269. Any debenture may contain or may have endorsed upon it a provision to the following an 


This debenture, or any interest therein, shall not, after a certificate of ownership 
has been endorsed hereon by the Treasurer of this municipality be transferable, 
except by entry by the Treasurer or his deputy in the debenture registry book of 
the municipality at the of 5 
And in such case the Treasurer, on the application of the owner of the debenture or of any interest 
in it, shall endorse upon the debenture a certificate of ownership, and shall enter in a book, to be 
called the "debenture registry book,"' a record of the certificate and of every certificate which is 
subsequently given, and shall also enter in such book a memorandum of every transfer of such 
debenture. 195%, c.42, Sa267. 


270. <A certificate of ownership shall not be endorsed on a debenture except by the written 
authority of the person last entered as the owner of it, or of his executors or administrators, or 
of his or their attorney, which authority shall be retained and filed by the Treasurer. 

1957, “c. 42, S¥268% 


271. After a certificate of ownership has been endorsed, the debenture is transferable only by 
entry by the Treasurer in the debenture registry book, as and when a transfer of the debenture is 
authorized by the then owner of it, or his executors or administrators, or his or their attorney, 
1957, c.42, 8.269. 


272. On the written request of the person named as owner in the certificate of ownership endors 
on any debenture, or of his executors or administrators, or of his or their attorney, the Treasurer 
may cancel and remove such certificate of ownership and thereby constitute the security a debenture 
payable to bearer and transferable by delivery. 1957, c.42, 8, 270. 
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Municipal Act 


273. A municipality is not bound to see to the execution of any trust, whether express, implied, 
or constructive, to which any of its debentures or securities are subject. 1957, c.42, 8.271. 


274. Ina suit or action upon any debenture, it is not necessary for the plaintiff to set forth in 
the declaration or other pleading or to prove the mode by which he became the holder of the debenture, 
or to set forth or to prove the notices, by-laws, or other proceedings under and by virtue of which 
the debenture was issued; but it is sufficient in such pleading to describe the plaintiff as the holder 
of the debenture (alleging the endorsation in blank, if any), and shortly to state its legal effect and 
purport, and to make proof accordingly. 1957, c.42, 8.272. 


275. Debentures issued under authority of any by-law adopted under this Act are valid and 
binding upon the municipality, notwithstanding any insufficiency in form or otherwise of such by-law 
or debenture, or in the authority of the municipality in respect thereof; provided that the by-law has 
received the assent of the electors, where necessary, and that no successful application has been 
made to quash the same within the time limited by this Act, 1957, c.42, s. 273. 


276. When debentures have been issued under a by-law which has not been quashed by a Court of 
competent jurisdiction within a year of its adoption, and the interest thereon, which shall have fallen 
due, has been paid for the period of one year by the municipality, the by-law and the debentures 
issued thereunder, or so much thereof as may be unpaid, are valid and binding on the municipality, 
on the electors and the ratepayers thereof, and on all parties concerned, 1957, c.42, 8.274; 

1958, c.32, 8.128, 


277. Debentures issued on behalf of a municipality may be made payable as to both principal and 
interest either in Canada in Canadian currency, or in The United States in United States currency, 
or in the United Kingdom in sterling. 1957, ©.42, Beads 


278. (1) Any debentures, when issued, may be disposed of by the Council, or by the person 
appointed by the Council for that purpose, to such person as deemed expedient, and at a rate below 
par if deemed necessary. 


(2) Any debenture issued on behalf of a municipality is valid and recoverable to the full 
amount, notwithstanding its negotiation by such municipality at a rate less than par. 1957,c,42.8.276. 


279. In all cases where, by Statute or by-law, a Council is empowered to borrow upon the credit 
of the municipality a sum of money for a specific purpose, and the debentures issued do not amount 
in selling value to the sum so to be borrowed, the Council may by by-law, without the assent of the 
owner-electors, issue additional debentures sufficient to realize the amount authorized to be 
borrowed by the Statute or by-law, or such lesser amount as may be deemed expedient, and the 
amount of such additional debentures and the interest thereon may be raised, levied, and collected 
as if they were part of the debentures authorized by such Statute or by-law; provided, however, 
that such additional debentures may not be issued without the approval of the Lieutenant-Governor 
in Council, 1957, c.42, 5.277; 1958, c.32, 8.129. 
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Municipal Act_ 

280. Where any debenture is lost, stolen, or destroyed, and where notice of loss, theft, or 
destruction is given to the Council, and if neither the said debenture nor any of the coupons annexed 
thereto has been presented for payment, then upon application, accompanied by proof of the facts 
satisfactory to the Council and upon delivery to the municipality of a bond or policy of a guarantee or 
insurance company approved by the Council and carrying on business in the Province in the amount 
of the debenture together with all interest thereon indemnifying the municipality and its paying agents 
against loss or damage and upon payment of all costs of printing, the Council may, after the expir- 
ation of six months after the receipt of said notice, cause to be issued a duplicate debenture, with 
coupons attached, such duplicate to be printed in a manner distinguishing it fromthe original deben- 
ture. This section applies to debentures lost, stolen, or destroyed before as well as after the 
coming into force of this section. 1957, c.42, s.278. 


281. Debentures which, for any cause, are to be cancelled and destroyed, shall only be cancelled 
and destroyed under the supervision of the Mayor, Reeve, or Chairman, and the Treasurer, who 
shall forward to the Inspector of Municipalities a certificate attested to by them and the auditor that 
the said cancellation and destruction has been effected. 1957, c.42, 8,279. 


Extension of Period of Debenture Debt 


: 282. (1) The Council may by by-law, without the assent of owner~-electors, refinance the whole 
or any part of the outstanding debenture debt of the municipality by authorizing the issuance to such 

of the bondholders as may consent thereto of new debentures bearing the same or a lower rate of 
interest, but running for a longer term, to replace debentures theretofore issued, and may make such 
rearrangements in respect of the debt charges required to be levied as may be necessary by the 
issuance of such new debentures, 


(2) For each and every such new debenture issued, outstanding debentures of a like amount 
shall be cancelled, so that in no way shall the debenture debt of the municipality be increased by the 
issuance of such new debentures. 


(3) No such new debentures shall be issued which extends the final date of maturity by more 
than ten years. 


(4) No by-law adopted under this section shall come into force until approved by the 
Lieutenant-Governor in Council. 


(5) No further by-law shall be adopted authorizing the issuance of debentures in place of 
new debentures issued pursuant to this section. 1957, c.42, s.280. 


Division (3). --- Use of Borrowed Money 


283. (1) Except as herein provided, no money borrowed by a municipality under the provisions 
of this or any other Act shall be used for any purpose other than that specified in the by-law under 
which the moneys were authorized to be borrowed. 


(2) In respect of borrowed moneys not repayable within the current year, the Council may, 
with the approval of the Inspector of Municipalities, by by-law adopted with the assent of the owner- 
electors, expend the whole or any part of moneys borrowed for a specific purpose for any other 
lawful purpose of the municipality. 


(3) After any work has been completed for which moneys have been borrowed and the costs 
of the work have been fully paid, the Council may by by-law, with the approval of the Inspector of 
Municipalities, provide for the use of any unexpended balance of the moneys so borrowed in any of 


) 


the following ways:--- 
(a) For retirement of the debentures issued in respect of the work and borrowing: 


(b) For purchase and cancellation of debentures issued in respect of the work: 

(c) For expenditures of a nature similar to the purpose specified inthe by-law under which 
the moneys were authorized to be borrowed: 

(d) For a reserve fund in respect of clause (a), (b), or (c), and the provisions of Part VII 
apply mutatis mutandis. 1957, c.42, 8,281; 1958, c.32, 5.130, 
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Municipal Act_ 

284, (1) Any member of Council who votes for any by-law or resolution authorizing the expend- 
iture of moneys contrary to the provisions of Section 283, and any Treasurer or other employee of 
the municipality who obeys any such by-law or resolution, and any officer of the municipality who 
of himself disposes of moneys contrary to the provisions of section 283, is personally liable to the 
municipality for the amount thereof. 


(2) Any sums due the municipality under this section may be recovered by the municipality, 
or by any elector suing in the name of the municipality or suing on behalf of himself and all other 
electors of the municipality, or by the holder of any security suing in the name of the municipality. 


(3) In addition to any other penalty to which he may be liable, any member of a Council 
who votes as aforesaid is disqualified from holding any municipal office for a period of five years 
from the date of his voting on such by-law or resolution. 


(4) It is a good defence to any action brought under this section against any Treasurer or 
other employee of a municipality if it is proved that he, in writing, over his signature, gave warning 
to the Council that the effect of the by-law or resolution was to authorize or necessitate the use of 
moneys contrary to section 283. 1957, c.42, 8.282; 1958, c.32, 8.131. 


603. The Council may, in accordance with the provisions of Part VI, borrow from any person 
such sums of money as may be requisite to meet the total cost of a work or the owners' portion of 
the cost of a work, less any protion commuted, 1957, c.42, 8.603; 1958, c.32, s.279. 


607. (1) Where the Council has adopted a construction by-law, the Council may, with the 
approval of the Inspector of Municipalities, borrow temporarily the sums required to finance the 
costs of the work pending the adoption of a by-law under section 603. 


(2) The proceeds from the sale of debentures issued shall be first used for the repayment 
of any sums of money borrowed temporarily. 1957, c.42, 8.607; 1959, c.56, 8.47. 
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BRIEF 


Submitted by 


THE BUILDING OWNERS AND MANAGERS ASSOCIATION, VANCOUVER, 
BRITISH COLUMBIA, 


A. INTRODUCTORY 

Tye The Building Owners and Managers Association is an 
organization whose name is self-descriptive and has a membership 
numbering forty-five buildings represented by individuals, firms 
and corporations in the City of Vancouver, and twenty-two 
buildings similarly represented having associate membership in 


Victoria, Edmonton, Calgary, Regina and Winnipeg, engaged in the 


ownership and/or management of office buildings. A list of the 


present membership is attached as Appendix "A", 


2: The objectives of the. Association are to create. and 
develop cooperation among building owners and managers, to facil- 
itate the interchange of ideas in the economic operation and 
management of buildings, to encourage standard practices, and to 


promote the general welfare of the industry. 


oe The Association wishes to appear at the hearings of 
the Royal Commission to be held in Vancouver commencing March 13, 
1962, and the following are the names and addresses of the persons 


who it is intended will represent the Association at these hearings: 


(i) JAMES H. GREEN 
c/o The Great West Life Assurance Company, 
1155 West Georgia Street, 
Vancouver, B.C., 
President. 


(fi) °°LESLIE Cr CREERY 
c/o.L. C. Creery & Co. Ltd. 
416 Seymour Street, 
Vancouver, B.C., 
Committee Member. 


(iii) ERNEST R. AUSTIN, 
c/o AE. Austin & Co. Ura... 
714 West Hastings Street, 
Vancouver, 8B.C., 
Committee Membcr. 


(iv) R. THEODORE DuMOULIN 
850 West Hastings Street, 
Vancouver 1, B.C. 
Counsel. 
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The Association wishes to have expert witnesses testify on its 


behalf. 


B. SUsSNISSIONS 

4. The Association wishes to discuss the methods of opera- 
tion of one of the institutions involved in the flow of funds to 
the capital market, namely the Bank of Canada, in carrying out its 


business and powers as set forth in the Bank of Canada Act. 


Sy It is submitted that the parliament of Canada when it 
passed the Bank of Canada Act, 1934, intended, in the words of 
the preamble "to establish a central bank in Canada to regulate 
credit and currency in the best interests of the economic life 
of the nation, to control and protect the external value of the 
national monetary unit and to mitigate by its influence fluctuation 
in the general level of production, trade, prices and employment 
so far as may be possible within the scope of monetary action, and 
generally to promote the economic and financial welfare of the 
Dominion". 

The purpose of a preamble to a statute is, according 
to the famous early legal writer Coke, as follows: 

"The preamble of a statute is a good means to 

find out the meaning of the statute, and as it 

were, a key to open the understanding thereof", 

Most modern statutes have very short preambles or none 
at all. Thus when a preanble is used it clearly indicates that 
Parliament regards it as particularly dmportant in giving a mean- 
ing to the statute. sédowdaanty the preamble to the Bank of 
Canada Act must be regarded as very important and as indicating 
Parliament's intentions as to the duties of the central bank. 

Nowhere in the preamble is there any indication that 
the Bank should be allowed to trench on the legitimate fields of 
citizens of the Country in private enterprises and commercial 
interests. 

Accordingly it is submitted that the Bank of Canada 
should at all times and in all its operations adhere strictly to 
not only the text of, but to the spirit of the Bank of Canada Act, 
its charter. Fortunately the Jank of Canada since its establishmen 


in 1934 has for the most part assiduously followed this course and 
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thus has refrained from'trenciing on the legitimate fields of 
private enterprise and commercial interests... Instances of this 
are as follows: 
| (4).) Im carrying outiits purely banking activities, 
the Bank is careful not to infringe on the activities 
of commercial banks. 
See Appendix "B"', 
(ii) In issuing bank notes, the Bank of Canada has 
carefully avoided printing its own bank notes but 
instead alwaysises companies in that business such 
as British American Bank Note Company Limited and 
Canadian Bank Note Company Limited as will be seen 
by referring to any Bank of Canada notes. 
(iii) In conducting its operations the Bank of Canada's 
subsidiary, the Industrial Development Bank, carefully 
avoids trenching on the legitimate field of private 
lending institutions and only makes loans to applicants 
who cannot obtain loans in the normal course of business. 
See Anas adie wee 
(iv) In buying and selling securities the Bank of 
Canada does not deal directly with the public and thus 
again in this instance does not compete with private 


investment dealers. 


6. However, in contrast to the foregoing, the Bank: of 
Canada has in recent years constructed large office buildings in 
such cities as Toronto, Montreal, Halifax and Saint John, N.B., 
where the Bank rents office space surplus to that actually used 

and occupied by it to outsiders in direct competition to privately 
owned office buildings. ‘the latest development is that the Bank 

of Canada purchased and holds a property on the southwest corner of 
Hastings and Hornby Streets in the City of Vancouver on which now 
stands a multiple storey parking garage. The ‘sworn value of the 
property according to Land Registry Office records on August lst, 
1961, was $465,000.00. The present occupier has received notice 

to quit on February 28, 1962, and the Bank proposes to demolish the 


present parking facilities and construct a new office building 
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thereon. It is understood that the plans provide for a thirteen 
storey building of which the Bank of Canada and its subsidiary, 
the Industrial Development Bank, may require some four storeys 
leaving nine storeys as surplus to the requirements of the Bank 
for the actual use and occupation of it and its subsidiary in 
connection with their business. Undoubtedly the Bank intends to 
rent this excess space to outsiders and ret effect, therefore, will 


be engaged in the business of renting office space. 


This policy, in the opinion of The Building Owners and 
Managers Association, is entirely wrong in principle and incon- 
Sistent with the above-mentioned other policies of the Bank of 
Canada and furthermore is contrary to the provisions of the 
Bank's charter, namely the Bank of Canada Act, particularly the 
prohibitory words of Section 19, reading as follows: 

"The Bank shall not, except as authorized 

by this’ Aci. 


(a) engage or have a direct interest 
in any trade or business whatsoever;" 


See Appendix "D". 


C. RECOMMENDATION 


7. Therefore, The Building Owners and Managers Association 
recommends as an improvement of the operations of the financial 
system, particularly the Bank of Canada Act, that the Bank of 
Canada adopt and carry out the same policy with respect to its 
powers of purchasing and leasing and holding real or immovable 
property for its actual use and occupation in connection with its 
business as it does with respect to all its other powers and 
activities as mentioned in paragraph 5 above. No amendment to 

the Act is required for this purpose, merely a change in policy 

in respect to real estate to make it consistent with the policy 


of the Bank in respect of all its other activities. 
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THE BUILDING OWNERS AND MANAGERS ASSOCIATION 


MEMBERSHIP LIST -- VANCOUVER, B.C. 


Richard Alcock | 
Anderson 
Austin 
Bentley 
Brown 
Bourke 
Denys H. Back 
Eric Cameron 
R.B. Cameron 
IG. 1 Creexy 
D.W. Davidson 
D,. Donald Davis 
E.L. Dun 

A.H. Ens 

W.E. Fowler 

J. Ken Fraser 


dt. Fuchs 
DE er Gaeledeaies 
J.H. Green 
Eric Grisdale 
G.J. Hardman 
is Tews eS 
CaCe Hawikins 
J.R. Hecht 
Helen Holden 
RG. Hurst 


J.H. Jobbins 

K.A. Johnson 

E.H. Jones 

G. Larkin (Aikman) 

Geo. L. Lowe 

W. Mercer 

Morris 

. Morrison 

Moulder 

- Newbury 

.W. O'Brian (Harris) 

. Odlum 

M.B. Pearse 
.W. Pedersen 
M. Penny 

R. Smith 

A. Staniforth 

ete syoweetsms 

F. Worster 


qy 
jo) 


Cc 


“US ROROOGS 
: ry 


. McCarter 
. Kelly 
Smith 

. ppink 

- Watson 


Argue 
Toshack 
Hill 
M.L.S. Bryce 
F.E. King 
T.H. Spear 


ACTIVE MEMBERS 


Oakridge Plaza 
402 W. Pender Bldg. 
Tor—Dom. Bank Bldg. 
Macaulay Nicolls Bldg 
Van. Province Bldg. 
United Kingdom Bldg. 
Hycroft Medical Bldg. 
Burrard Bldg. 

Shelly Bldg. 
letropolitan Bldg. 
Yorkshire House 
Stock Exchange Bldg. 
B.C. Electric Bldg. 
Rayonier Canada Bldg. 
Wawanesa Bldg. 

Fraser Bldg, 
Vancouver Block 
Canada Perm. Bldg. 
Shell Bldg. 
Van. Sun Bldg. 


Annacis Industrial Est New Westminster, 
Georgia Medical Dental925 W. 


Pacific Coast Bldg. 
525 Seymour Bldg. 
Holden Bldg. 

Dept. of Transport 
Standard Bldg. 

Arts & Crafts 
Canada Trust 

Royal Trust Bldg. 
Royal Bank Bldg. 
Rogers Bldg. 

Hall Bldg. 

Credit Foncier: Bldg. 
B.C. Telephone Bldg. 
Imperial Oil Bldg. 
Marine Bldg. 
Mercantile Bldg. 


Bank of Commerce 
Crown Bldg. 
Wst. Bwy, Med. Bldg. 


Birks Bldg. 
Pemberton Bldg. 
Bank of N.S. Bldg. 
Bentall Bldg. 


HONORARY MEMBERS 


ASSOCIATE MEMBERS 


Great West Life Bldg. 
Royal Trust Bldg. 
McCallum-Hill Bldg. 
Crown Trust Bldg. 
Medical Arts Bldg. 


Bentall Bldg. 


-435 Howe 8t., 


Van. 9 
Pender, Van. 3 
Hastings, Van. 1 
Van, 1 
102-198 W. Hastings, 
409 Granville, Van. 2 
B BOlS Howe SS 0.7) Vein E 

1030 W. Georgia, Van. 5 
559 Howe St., Van, 1 
416 Seymour St., Van. 2 
900 W. Pender, Van. 1 
Ker & Ker Ltd., 811 W.Pdr., Van 
970 Burrard St., Van. l 
435 Howe St., Van. 1 

1138 Hornby, Van. 1 

1774 W. Broadway, Van. 9 

525 Seymour St., Van. 2 
455 Granville St., Van. 2 
AZ5/\E5S50W, Georgia, Van. (2 


195 W. 2nd, 
414-402 W. 
T14& W; 


Watlen o3 


500 Beatty St., Van. 3 
B.C. 
Georgia, Van. l 
025 Seymour St., Van. 2 
925 Seymour St., Van. 2 


P.O, Box 2045, Van. 3 


/ GES) Wig Mavens Srey, fetes 1 
510 W. Hastings, Van. 2 
555 Howe St., Van. 1 
536 Howe St., Van, 1 
P.O. Box 2031, Van. 3 
675 W. Hastings, Van. 2 
470 Granville, Van, 2 
920/789 W. Pender, Van. 1 
850 W. Hastings, Van. 1 
768 Seymour, Van. 2 
1281 W. Georgia, Van. 5 


355 Burrard St., Van. 1 

315 W. Cordova, Van. 3 

698 W. Hastings St., Van. 2 

555 Howe St., Van. 1 

ISS) Wee 2nd), av ani eo 

718 Granville, Van, 2 

418 Howe St., Van. 1 

Eastern Tr., 424 Burrard, Van. 
Dom. Const. Co. 195 W.2, Van. 


60 Osborne St. N., Winnipeg 
Box 748, Winnipeg 

113-117 McCallum-Hill Bldg ftegi 
227 8th Ave.W.,Calgary. 


6th Ave. & 73rd StwW., Calgary 
444 7th Ave., Calgary 
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. O'Brian Elvedon. Bldg. Calgary. 

- Butler Financial Bldg. 903 Financial Bldg. ,Edmonton 
Currell Dominion Const.Co.Bldg. 10117 - lllth St., Edmonton. 
. Jefferson The Milner Bldg. 10040 - 104th St., Edmonton. 
» McMillan Commercial Bldg. 110 Commercial Bldg. ,Edmonton. 
. Peters Canada Perm. Trust Bldg.10126:- 100th St., Edmonton. 
. Tegler Tegler Bldg. 101lst Street, Edmonton 

- Conrad Can, Perm. Bldg. P.O. Box 1232, Victoria. 
Crawford Otis Elevator Co. | P.O. Box 2027, Van. 3 

. Fawkes Otis Elevator Co, P.O. Box 2027, Van. 3 

. Hobbs Turnbull Elevator Co. 1120 Hornby St., Van. 1 
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APPENDIX "'B" 


ave The following is a quotation from a speech made by 
James Coyne, former Governor of the Bank of Canada, to a joint 
meeting of the Canadian Club and Board of Trade in Vancouver 
on June 29, 1960, entitled "Two Banks - One Aim". 


"The impression sometimes wrongly arises that 
the Bank of Canada is engaged in an.uncon- 
structive activity, restraining the making of 
loans by others. In fact it is an essential 
part of Bank of Canada operations to provide 
the chartered banks with a rising volume of 
cash reserves over the years on the basis of 
which they may expand their loans and invest-— 
ments of various Kinds ¢....5 


"I am going to speak first about the work of 

the Industrial Development Bank in order to 
emphasize, if I can, the interest of the Directors 
and management of the two banks in their con- 
structive role of promoting and encouraging and 
facilitating the expansion of the Canadian econ- 
omy, the growth and development of Canadian in- 
dustry, the maintenance of full employment to 
the extent that this can be influenced by 
monetary and credit action, and the greatest 
possible increase from year to year in the 

real standard of living of the Canadian people, 
The Bank of Canada and the Industrial Develop- 
ment Bank have one and the same Board of Dir- 
ectors and the same chief executive officer. 
They have the same ultimate objectives though 
they work by entirely different methods. 


The Industrial Development Bank was established 
by Act of Parliament in 1944 in order to help 
fill what had been generally recognized as a gap 
in the Canadian financial structure and one 
which there seemed little likelihood would be 
filled or could be filled by privately-owned 
institutions." ‘ 


"It is not to be expected that such an institu- 
tion will in any way be a rival of the chartered 
banks, either in size or in the nature of its 
activities." .... "The chartered banks, on the 
other hand, provide current operating loans to 
all kinds of businesses and to an increasing 
extent are paying special attention to the needs 
of small business. The Industrial Development 
Bank is not expected to provide financing of 
that character, that is, operating loans." 


Whilst most of the remarks contained in these quotations 
relate to the Industrial Development Bank, they certainly appear to be 


applicable just as much to the Bank of Canada in its banking operations. 
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4 
nies ‘ The following is a quotation from a speech made 
5 


by James Coyne former Governor of the Bank of Canada to the 
6 Quebec Chamber of Commerce in Quebec City on June 12, 1961, 
when he was speaking for the Bank. 

"if and tothe extent that funds can be 


optained from private sources on terns 
8 and conditions which are reasonable in the 


circumstances the industrial Development 
Bank are not permitted to intervene." 

10 Ze The following are extracts from a brochure issued by 

the Incustrial Development Bank. 

11 Gy VAnc introduction tou. Usis. 

12 She Industrial Development Bank helps finance smsl1 
and medium-size Canadian businesses — of almost every 
type = where roquired financing is not available from 

13 other sources on reasonable terms and conditions." 


(ii) "'The financing is required for a business in 
14 Canada. ae ee ee eee 


There are only a few types of businesses not regarded 
15 as appropriate for IDS assistance, such as those en- 
gaged in lending to others and those which obtan a 
substantial portion of their revenues from salling 


16 alcoholic beverages. Loans to finance residential 
properties or for residential land development are 
17 not available from IDB." 


Gist) "The required Linancing is.not available. fron 


other sources On reasonable terms and conditions. 


IDB's function is to supplement the services of other 
19 lenders. Where there is a possibility that required 
financing can be obtained on reasonable terms and 
conditions from sources other than IDB, such possibil- 
20 ities should be investigated before an approach is 
made to IDB. ' 


Zi Cther sources of funds include other lenders, private 
sources, public financing and financial assistance pro- 
vided for certain categories of business by legislation 
22 such ag Small Businesses Loans ‘Act, Fisheries Im- 
provement Loans Act, farm Improvement Loans Act, and 
Farm Credit Act. 


IDB gives particular consideration to the financial 

24 needs of small businesses. Most of the loans approved 

by the Bank are for amounts of less than $100,000. The 

Benk also makes larger loans, but the larger the amount 

25 required the greater may be the possibility that the 
financing is available elsewhere on reasonable terms 
and conditions, such as from other lenders or by public 

26 financing." 
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ARPPAN oie. a! 
EXTRACTS VRCii VUE BANK OF CANADA ACT 


Reo aiC.. abou Qe. gee LS 

as amended by 

Reo C eos tC S15 

I9SL — 54, C. 33 
ay Preanble 

"WHEREAS it is desirable to establish a central bank 

in Canada to regulate credit and currency in the best interests of 
the economic life of the nation, to control and protect the exter- 
nal value of the national monetary unit and to mitigate by its 
influence fluctuations in the general level of production, trade, 
prices and onmployment, so far 2s may be possible within the scope 
of monetary action, and generally vo promote the economic and 
financial welfare of the Dominion: Therefore, His Majesty, by 


and with the advice and consent of the Senate and House of Commons 


of Canada, enacts as follows:-" 


2. Business and Powers of the Bank 
"13.@ The Bank may 

Real estate (n) acquire by purchase or lease and hold real or 
immovable property for the actual use and occupation 
of the Bank in connection with its business and sell 
and dispose of the same; 

Incidental (q) do any other banking business incidental to or 

powers 

consequential upon the provisions of this Act and not 
prohibited by this Act." 


"19, The Bank shall not, except as authorized by this 


Prohibited 
‘Business Act, 


(a) engage or have a direct interest in any trade or 


business whatsoever; " 
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Investment Dealer, 
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Mr. James Douglas Gibson, O.B.E. 
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Mr. Gordon L. Harrold 
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Calgary, Alberta 


Mr. Paul H. Leman 
Corporation Executive 
Montreal, Quebec 


Mr. John C. MacKeen 
Corporation Executive 
Halifax, Nova Scotia 


Dr. W.A. Mackintosh 
Vice-Chancellor 


Queen's University 
Kingston, Ontario 


Mr. H.A. Hampson - Secretary 
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Vancouver, B.C. 
Tuesday, March 14,1962 
-=- Onpresuming ‘at 9115 -AlM. 
THE CHAIRMAN: The Credit Union League 
of British Columbia has a brief to be presented. 


SUBMISSION BY B.C. CREDIT UNION 
LEAGUE 


ecarances 


R.f. Williams - President,-B.C. Credit 
Union League 


R.J. McMaster © tBarristeriandodoiteiter 
R.A. Monriéte» ss oManagingeDirector, -B.C,. 


Credit Union League 


Gl. Bates - Administrative Assistant, 
B.C. Credit, Union League 


Graham - Auditor and Financial Advisor 


esi 


MR. McMASTER: Mr, Chairman, my name 
is MeMaster and I am general counsel for the 
Credit inten League. Mr. Chairman and members 
of the Commission, before reading the summary of 
the brief I would like to make a preliminary 
statement. 

THE CHAIRMAN: May I say, Mr. McMaster, 
that I understand some of the ladies and gentlemen 
in the. audience have had difficulty in hearing 
witnesses, and also members of the Commission had 
difficulty yesterday as well as the members of 
the press. So, if you would keep that in mind, 
it would be appreciated. 

MR. McMASTER: Yes, Mr, Chairman, I will 
try to do that. I thought perhaps this preliminary 
statement may be helpful to the Commission both 
in terms of the brief of the B.C. Credit Union 


League and the brief you will later hear from 
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1 the B.C. Central Credit Union. 

2 The Credit Unions in this Province take 

3 great pleasure in having an opportunity to assist 

4 this Commission in the difficult and interesting 
task assigned to it. They have sought in the 

: briefs to be presented to the Commission to give 

: as frank and full a picture of credit unions in this 

7 Province as they are able to docwona factual basis 

8 realizing that some of the Commissioners may not 

9 previously have had an opportunity to be informed 

10 as to the nature of the operation of credit unions. 

1 Before presenting the Summary of the brief 

13 of B.C. Credit Union League, however, I would like to 
say that the credit unions not only in ‘British 

- Columbia but elsewhere in Canada were somewhat 

2 taken by surprise to find themselves involved 

15 in such things as the capital market and 

16 monetary policy. 

17 They have naturally been aware and proud 

18 of their growth over the years in numbers ‘and in 

19 size. But they were surprised to find themselves 
grouped with certain commercial financial 

institutions in a rather well’ publicized statement 

* of a leading banker in Canada not long ago. They 

22 have tended to think of their own functions and 

23 value as humanitarian and socialogical rather 

24 than in economic terms. Consequently they find 

25 themselves in a new area when they start to 

6 analyze their activities in terms of financial, 
economic and monetary policy and are for the first 

e time introduced into a study of the maze of 

wi finencial institutions which have developed in 

ey, Canada and the conflicting economic theories 


30 which appear to surround the concepts of monetary 
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The Commission may thus find us very 
unsophisticated in our approach and attitude. 
Furthermore they will find us at this time 
unprepared to express any definitive views 
on economic and monetary matters, 

These matters are receiving intensive 
study by the National Association of Canadian 
Credit Unions and the Canadian Co-operative Credit 
Society and will be expressed to the best of the 
ability of the credit unions at the National hearings 
in Ottawa later. B.C. Credit Union League and 
B.C. Central Credit Union will take part in that 
presentation through these national associations. 
We believe that the Commission may be reasonably 
assured that if there are differences ‘of! opinion 
between those expressed in the national brief 
or briefs and those opinions then held by the 
League and Central in British Columbia: those 
differences of opinion will be drawn to the 
Commission's attention. We therefore beg leave 
of the Commission to refrain from dealing with 
questions of economic theory and monetary policy 
and recommendations at this time. 

We would ask the Commission to be gracious 
enough to accept these briefs provincially as 
evidential material upon which the representations 
and recommendations of the National Associations 
will later be based. 

Recognizing the desire of the Commission 
not to deal with intermediaries (a description 
which Counsel finds interesting in relation to the 
function of an advocate) the League has asked me 
to present the Summary of their brief but to make 


available to the Commission officers of the 
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1 League to answer your questions rising out 
2 of the brief. 
3 Accordingly, I have associated with 
4 me today a number of officers knowledgeable 

in the affairs of credit unions in British 
: Columbia. For the sake of orderliness we have 
$ asked Mr. R.A. Monrufet, the Managing Director 
7 of the League, to answer the questions of the 
8 Commission. He may, however, if it pleases 
9 the Commission, with respect to certain aspects 
10 of the brief, seek the assistance of some of 
1 his colleagues whom I now take pleasure in 
“ introducing to you: 

Mr. R.F. Williams, President of the 

= B.C, Credit Union League; Mr. Frederick Graham, 
_ Auditor and Financial Advisor; Mr. R.A. Monrufet, 
15 Managing Director; Mr. @.T. Bates, Administrative 
16 Assistant to the Manager. 
17 I might say there are a number of other 
18 officers of the League and interested credit 
19 unions present this morning. I would specifically 

mention three of them for the information of 
‘i the Commissioner: Mr. Stan Stonier, Second 
a Vice-President of the League; Mr. Rod Glen, 
22 a Director of the League and Vice-President 
23 of the National Association of Canadian Credit 
24 Unions; Mr. D.W. Bentley, the Claims Officer 
5 of the Credit Union Reserve Board. 
6 Mr. A.R. Robinson, Manager of the 

B.C. Central Credit Union is also here, but he 
r will be taking part in the presentation of the 
y prief for that group following the present brief. 
- One other thing, Mr. Chairman, in 


a introduction. Mr. Brown was kind enough to draw 
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to my attention that in the copy of the Survey 
Report, Schedule 3 to the League's brief, there 
had been what appears to have been a fluke error 
in the copy he received, on page 65 in the 
financial section, and if the Commission has 
not already discovered this I’ would draw your 
attention to the index to the Survey which has 
little dots opposite each of the sections. 
Unfortunately, the pages are not numbered 
consecutively all the way through. They are 
numbered according to sections, and under the 
grey section is the one dealing with the Financial 
Report, and in the copy which Mr. Brown received 
page 65, if I recall, for some reason got printed 
asepage 17. ‘1 think: 1t)4s° the’ only bad eggs’ in 
the basket, and I was able to provide him with 
another copy. I trust that there were not any 
copies of the Survey Report that this happened 
to. 

If I might read to the Commission the 
summary of the brief appearing at the commencement 
of the brief, 

--- Mr. McMaster reads summary. (See Volume 3(a)). 
---EXHIBIT 6; Brief of the B.C. Credit Union 
League. 

MR. McMASTER: I would ask Mr. Monrufet 
to answer questions of the Commission, Mr. Chairman. 

THE CHAIRMAN: Thank you Mr. McMaster. 

COMMISSIONER LEMAN: I wonder, Mr. 
Chairman, to open up the question period if we 
could not talk a bit about the common bond of 
association concept and how it can vary from 
the smell to the large credit unions. Does 


it become a bit diffused when credit unions 
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become large? 

MR. MONRUFET: In answering that 
question, Mr. Chairman, there is a degree of 
relativity involved. Certainly, in a small 
credit union where the group is close knit 
the common bond of association will be more 
effective and more noticeable, and in speaking 
about the common bond this is one of the 
contributing factors to the unique operation 
of the credit union, because dealing with only 
members and people who, by and large, have an 
opportunity of common association to know one 
another, the opportunity exists to deal with 
them more on an individual and personal basis. 
Certainly, in a-large area, particularly in the 
community credit union, this concept is somewhat 
weakened as opposed to that in, say, a small 
parish, a small manufacturing operation orsimiliar 
type of group. Nevertheless, even ih a ‘place’ such 
as the city of Vancouver where the members are 
diffused, they are still members, and the old 
saying goes, "Thi is a small world", and even 
within’ the confines of the city of Vancouver 
it is quite possible for the officers and other 
members of the credit union to find out additional 
information about those who are their members. 
So, even on the large scale the common bond 
plays a very important part in our operations, 
certainly an extremely important and cffective 
part in the smaller operations. I wonder if that 


answers the question? 


COMMISSIONER LEMAN: How far do you 


carry the concept, though. What is the minimum 
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1 factor element to constitute a common bond of 
2 association -- merely residence even in a 
3 large metropolitan centre? 
? MR. MONRUFET: Well, Mr. Chairman, 
answering that question, an extreme example would 
: be the largest common bond that we have, say, 
: would be the City of Vancouver. This is stila 
7 common bond in our analysis. On the other end 
8 of the scale a small group, such as a small 
9 church or manufacturing operation such as, 
10 for example, Neon Products. 
u MR. BATES: You will find in Schedule 2, 
sir, a list of the different types of common bond 
os associations. It gives an illustration of the 
a size and so forth -- Schedule 2 in your brief. 
ms COMMISSIONER LEMAN: What would be 
15 the number of members in the largest credit 
16 union that exists in the province now? 
17 MR. MONRUFET: 7,000 -- somewhere between 
18 7,000 and 8,000. 
COMMISSIONER LEMAN: What would be 
” the common bond that members would get from, say, 
- a larger credit union? 
a MR, MONRUFET: This is the Vancouver 
ce City Savings Credit Union -- residents of the 
23 City of Vancouver. 
24 THE CHAIRMAN: Any variety of occupations? 


MR. MONRUFET: Yes sir. 

THE CHAIRMAN: There is no occupational 
bond, it is residential? 

MR. MONRUFET: It is a residential bond. 

THE CHAIRMAN: Is there a union in the 


provincial civil service? 


MR. MONRUFET: Yes, there is and among 
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1 the federal employees here, 
2 THE CHAIRMAN: Is that widespread in 
3 the civil service? 
F MR, MONRUFET: They have a substantial 
number of members, sir. 
, THE CHAIRMAN: There is also one in 
: the federal civil service? 
7 MR. MONRUFET: That is correct. We 
8 have provincial civil service in Vancouver and 
9 in Victoria. 
10 THE CHAIRMAN: They are two separate 
rl unions ? 
MR. MONRUFET;: Two separate credit 
< unions. 
zi COMMISSIONER GIBSON: What would a 
a medium sized credit union be =- 75 or 100? 
15 Could you give me some idea of the size? 
16 MR. MONRUFET: Of the membership? 
17 COMMISSIONER GIBSON: Yes. 
18 MR. MONRUFET: Well, they will range 
anywhere from 50 up to the large number that 
zr we have mentioned. I would say medium sized 
ad or medium would probably, be in the neighbourhood 
g of 200 or 300 members. You see, we have 320 
22 credit unions operating in the province. In these 
23 we have a total membership of approximately 215,000 
24 so this would give you some indication. 
25 MR, BATES? *: Can I add a word there, sir? 
You will find on page 2 of the Survey there is 
. a breakdown of membership by sizes of credit 
| 
unions. 
- THE CHAIRMAN: What page is that? 
29 MR, BATES: Page 2 of the reference 


30 material, the financial section of the material -- 
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the grey tab. 

COMMISSIONER BROWN: I would like to ask 
one other question on this City of Vancouver 
Situation. Is just residence in the City of 
Vancouver the only qualification for membership ? 

MR, MONRUFET: It is membership of 
residents in the City of Vancouver who are either 
members of another credit union or not eligible 
for membership. 

COMMISSIONER BROWN: Or not eligible? 

MR. MONRUFET: Yes, it is to serve people 
who do not come within the common bond of other 
credit unions or who may already be Saacs 
of another credit union in, the. area. 

COMMISSIONER BROWN: Any, citizen of 
the City of Vancouver can welk in and become a 
member? 

MR, MONRUFET: . Providing their application 
is approved by the Board of Governors. 

THE CHAIRMAN: Could a.member of the 
civil service union in Vancouver become a member 
of the Vancouver union? 

MR. MONRUFET: Yes. sir. 

THE CHAIRMAN: And be also a member 
of the civil.service union? 

MR. MONRUFET:.. Yes: sir. 

THE CHAIRMAN: So that they could be 
members of twouunions? 

MR. MONRUFET: Yes, providing they have 
the membership qualifications they could become 
members of more than two. 


THE CHAIRMAN; Yes, I suppose it would 


not make much difference. 


COMMISSIONER BROWN: What does your 
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1 application require, what would be the ground 
for turning an applicant down who is a resident 
3 of the City of Vancouver like myself, for example? 
4 MR. MONRUFET: I doubt if you would be 
urned down, sir. I think we would welcome you. 
: I would say that there would have to be some 
very substantial reason that they could not meet 
7 the common bond requirements because I cannot tell 
8 y ou of an example that I know of where a member 
9 has been turned down. 
10 COMMISSIONER LEMAN: Flowing from this, 
11 just a little bit in the realm of this concept of 
- common bond of association what is your experience 
as to attendance at general meetings of the 
ss eredit unions, again contrasting small ones 
“= against large ones? 
15 MR, MONRUFET: Generally speaking, sir, 
16 we find attendance at our annual meetings, although 
17 never coming up to what we would like to see -- 
18 we find it gratifying and on the average through- 
10 out the province from my experience I would say 
that it exceeds 10 per cent of the credit union 
= membership. Annual meetings during the months 
. of January, February and March each year see a 
oe turn-out of our members participating in the 
23 operations of the credit unions somewhere between 
24 25,000 to 35,000. 
25 In the small credit unions the percentage 
26 may turn out larger than in very large credit 
unions, particularly in the community credit 
4 unions where sometimes we will even get 100 per cent 
23 or very close to 100 per cent turn-out of the 
sad membership. 
30 THE CHAIRMAN: Would you say the larger 
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1 the union the smaller percentage of turn-out 

2 generally? 

3 MR. MONRUFET: Relatively speaking 

4 this seems to be the case. However, sir, I think 
a point that should be emphasized here is that 

: by and large when the operations of the credit 

: union are progressing in a manner that is 

7 satisfactory to the membership you will find 

8 in this case the turn-out will not be as large 

9 as if some trouble was to arise and thenw would 

10 see a substantial turn-out of the membership 

rr which would seem to indicate that having confidence 
in the service has a bearing probably upon not 

es getting such a big turn-out of the membership 

3 at your meetings. 

14 COMMISSIONER BROWN: You refer to growth 

15 there. What have been the facts behind your 

16 growth which has been quite considerable year 

17 by year? 

18 MR, MONRUFET: I think part of the 

aa main factor behind our growth, sir, is that 
the eredit unions are quite obviously serving 

e an economic need; also the fact that there 

a seems to be a distinct feeling among those who 

22 are members that this is their own organization 

23 within their own group they tend to promote 

24 membership and also being a satisfied member 

25 and realizing he belongs to a red hot organization 
the tendency is to encourage others to join. 

i COMMISSIONER LEMAN: Your brief explains 

‘i how the unions are constituted and the role of 

‘ad the members as against the managers of the day-to- 

29 day operations. Could you tell us to what 

30 extent the board itself is really managing 
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1 the business again contrasting between small 
2 and large credit unions? Is there a tendency 
3 for the officers to really run the business 
4 as the unions get larger? 
MR.MONRUFET: Mr. Chairman, I would 

: answer that in the affirmative, that there is 
very much of a tendency for the board of the 
7 directors to accept their responsibilities. 
8 I do not think that this varies from my 
9 experience too greatly between the small credit 
10 unions as opposed to the large credit unions. 
1 In the smaller credit unions you will find that 

most of them are newer and the officers very 
“6 keenly feel the growing responsibility of their 
- organization. This is an important factor there. 
14 As the credit union becomes larger then, 
15 of course, there is an increasing awareness of 
16 the heavy responsibility that rests upon these 
17 officers to ensure that the credit union operation 
18 is carried out according to the law, that is, 

the Credit Unions Act and in the interest of the 
. membership so far as the safeguarding of their 
as funds and service is. concerned. 


COMMISSIONER LEMAN: Would you have any 
statistics at all -- if you do not you can answer 
no -- but do you know to what extent your members 
are also depositors in chartered banks or do 
they tend to exclusively put all their savings 
in the union? 

MR, MONRUFET: I would say that this would 
be an extremely difficult question to answer. 


Certainly some members use the credit union 


exclusively. On the other hand, I personally 


many who use both the services of their credit 
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union and also of the chartered banks but 
I am sorry we do not have any statistics on this. 

THE CHAIRMAN: I suppose certainly if 
a person wanted to borrow for his business he 
would not likely get the money from a credit 
union? 

MR, MONRUFET: That is quite true, sir, 
that those desiring business loans would go to 
the bank. We are very limited in this’ field 
and we do not encourage the practice. 

THE CHAIRMAN: And I suppose if the 
credit union turned him down on a personal 
application he could go to the bank to see if 
he had more success? 

MR. MONRUFET: Yes, and if I may say 
So, vice versa too. 

COMMISSIONER BROWN: You mentioned the 
definite possibility of dual membership. Have 
you any figures on dual membership? 

MR. MONRUFET: No sir, we do not have 
figures on dual membership. 

COMMISSIONER BROWN: That leads to my 
second question and that is: If a member of one 
union applies to borrow money there do you then 
find out if. he has also borrowed from another 
credit union? 

MR, MONRUFET: This is actually --- 
unless he gives the credit union this information 
voluntarily it would be just as difficult as knowing 
whether he is borrowing from a bank, a finance 
company or buying something on the instalment 
plan somewhere. We have to rely upon the 


integrity of the applicant. 
COMMISSIONER BROWN: You ask for this 
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information? 

MR. MONRUFET: We certainly do. Mey 
I enlarge by saying that one of our considered 
very important functions is that we endeavour 
to counsel a member where he will confide in 
his treasurer or other officer of the credit 
union. We look upon this as a very important 
function of the credit union for this reason, 
that we endeavour to get him to illustrate for 
us all of his indebtedness so that we can ensure 
that the'loan is going to be of real'benefit to 
him rather than merely getting him possibly further 
into debt. 

COMMISSIONER HARROLD: Are there many 
credit unions operating where there are no banks, 
ty ‘ruralareas,' for: instance, serving “a “purpose? 

MR. MONRUFET: Yes, this is so. I 
could mention a really outstanding example which, 
of course, does not exist now, but in the case’ of 
Lakeview Credit Union at Dawson Creek this 
credit union started operating before there were 
any banks in that area and grew toa fair size 
before a bank found it feasible to open up a 
branch there. I could give further illustrations. 

MR. BATES: ‘Schedule 7 gives ‘several 
illustrations, gives specific’ examples -- 

Schedule 7 and Item 7 give an illustration of 
this sort of thing: 

MR, MONRUFET: I might add, Mr. Chairman, 
that this would have been true in the early days 
of the credit union to find credit unions 
operating where there were no banks but now with 
the further expansion of the banks in the province 


and the movement levelling off in it growth 


P . Re oe 7 
Snotismio tat 


- 
sad 
yo 0b vlatsdteo oW ;THYUAMOM Miso el othe ; 

.. “herebkenes THe to eno sods antyse yd ogisine x 
fe qypovsebne ow dedd ef anoltonyt tastioqnt. yiav 

mk ebtineos LLiw od eitedw todmem & Leensoo o¢ 

dibeoxo ond to ag90tilo redto t0 neruasers afta 
jastiogmi yrov s as aildd aoqu Noof oW .nolayv 
oason atid sot cote tibexo ed¢ to aotsonut 

sot otetdeslit od mtd deg o¢ Inovsebne ow tsagd 
siueco aso ow dent oe seenbeddebat aid to [fs ev 

od ditened iset to ed ot gatos at asol edd tect 
xonfdiut yidtesog mtd gntddes yletem asdid redder mid 
,tdeb otat 
yrs oreds onl :G@IOHHAH ANMOT A2eIMMOO 
oiasd on ots etedd stedw gntdenege anotnay tibe19 
fscoqiud 6 gntvisce .sonstent Jot .ssets Lenurront 

T vow at atds .eoY <THHYAVOM .AM 

doftrw olqnsxs sathcodesuen gh ieee s sotiaem DiLuoo 
So oeso odd at gud. .wom tdetxe dom es0b ,. sated ‘To 
etdd Heer nowwsd ds moknU tibexd wetvexsl 
stew otedt ovotod sntdsteqe bedasta motny tibeto 


©. ‘ | 
exte tist s ov werg bas sere ded¢d ot exXnsd yas | 
& qu ogo od oldbesst sf bnauol Aasd s eto isd | 


 -anokdsudenlit veddaut evts bivoo I seeds doasid 


:GaTAd . AM 


Lsxevee sovig Y siubedoa 

-- solgmexe ofitoegs sevis  .anotisiteulit 

to aotdeudeulli os evig Y medr bas VY eLyuberoa 

é; sQatds to droe alka 
oemrtend. cit bbs ddgim I :PEH0AMOM .AM 

eyesb yLuse odd nt ourt need ovad blyow atds tsdd 

enotau dibors batt ot motay dibore eft ‘to 


diiw wom dud exnsd on otew event eterw gaiftdsiegqo 


Nethercut & Young = Hg 
Terente, Ontario 
Somewhat you won't find this to be so common 
although there are some isolated instances. 

COMMISSIONER LEMAN: The trend of growth 
of the credit unions in British Columbia is quite 
impressive in the last few years. Have you made 
studies of what you think the future holds for 
them as to furthergrowth? 

MR. MONRUFET: We have not any specific 
study in this regard. However, such a study 
is contemplated and just as soon.as it can be 
undertaken it will be made but I cannot give you 
any forecasts at, this particular time. 

MR. BATES: Might I say that the Survey 
Report does indicate a levelling off. The growth 
is there but the rate of growth is definitely 
levelling off and this, I-think, our statiseics 
will show. 

COMMISSIONER GIBSON: On this subject 
of growth and the rapidity of your growth in the 
last decade I wonder if,you would. care to. say 
a little more about it. You referred to one of 
the reasons being as the bond of association, 
the members knew each other and felt they were 
working together etc. How about the othe factors, 
the rate of return on savings? Do you regard 
this as a matter of considerable importance in 
the growth of credit unions? 

MR. MONRUFET: No sir, I would not regard 
as one of prime importance because va;,comparison 
of the rates of return paid by credit unions is 
generally not more than one could get in other 
depositories and certainly in some cases 
somewhat less than one could get by investing 


in certain types of things. 
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COMMISSIONER GIBSON: It is more than 
you get in a chartered bank, generally speaking? 

MR. MONRUFET: No, our average would 
run from 24 to 34 per cent. 

COMMISSIONER GIBSON: Does that include 
dividends? 

MR.MONRUFET: This is the dividend I 
am speaking of but the rate of return is, of 
course, another matter and this would run on 
the average 10 per cent to 15 per cent. This 
is a rebate of interest on loans. 

COMMISSIONER GIBSON: How about the 
lending feature? This is oneiof the main attractions 
and must reasonably affect growth too, the fact 
that a person can get financial assistance suited 
to his own individual needs? 

MR. MONRUFET: I would say that this is 
avery important factor, sir, yes... It is: not, 
of course, the entire factor but it is important 
and the fact that the average working person 
seems to find that they borrow from their credit 
union o2robably with a little more understanding 
than they can somewhere else and further than 
this at a considerable lower rate of interest 
even at our maximum interest charges. 

COMMISSIONER BROWN: Do you find people 
joining just so they can borrow money? 

MR, MONRUFET: Yes sir, we do find this. 
It is not necessarily the major reason why the 
person joins but we find people look around to find 
where they can make a loan. The encouraging thing 
is that by far the majority of these people who 
join in the first instances to get loans bacome 


zood members of the credit union and undertake.:to 
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save which, of course, is one of the prime 
objections of the credit union, to encourage 
saving. 

THE CHAIRMAN: If a person joins because 
he wants a loan he has to put up some money, 
doen't he? He has to put up something to qualify 
him for membership. How would that work out? 

MR. MONRUFET: This is a very interesting 
point, sir, and I would like to enlarge on it. 
Firstly, of course, if he is not a member he 
must become a member, he must pay his initial 
fee and he must put some money into his share 
account and his application must be accepted by 
thercredit union.»;Hetisnthen.a member. He then 
is invited in consultation with: they treasurer 
to make out a loan application. 

Now, remembering that when he is a 
member of a common bond group, a great many 
of which are quite close knit groups, he can 
be dealt with pretty well on the same basis 
so far as security requirements are» concerned 
as can be a member of long standing in the credit 
union. However, the members who have been inthe 
eredit union for quite a while will naturally 
get their loan applications approved -- unless 
it is a matter emergency -- prior to the new 
member if there happens to be a waiting list but 
this member can come in ‘and on the basis of his 
character and what the other members of the 
credit union know of him, of his behaviour, 
can obtain a loan within the terms of the credit 
union legislation. 

COMMISSIONER LEMAN: If I ask any 


question that is answered by the material wehave 
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1 I did go through it but I did not have a chance 
2 to analyze it as well as I would have liked to 
3 but do you have any statistics showing to what 
4 extent people remain in credit unions without 
further borrowing from them as against those who 
: come into the credit union for the purpose of 
: borrowing from it? 
7 MR, MONRUFET: We have, sir, statistics 
8 which show the number of borrowers in credit unions 
9 at any given time. Those would be upon the basis 
10 of the number of loans outstanding and a rather 
u cursory examination of this would indicate that 
we have approximately five savers to every one 
ig borrower in our credit unions. 
< COMMISSIONER LEMAN: At any given moment? 
sn MR. MONRUFET: Yes. 
15 COMMISSIONER LEMAN: At any given moment? 
16 MR. MONRUFET: Yes. 
17 THE CHAIRMAN: There are a great many 


who would never borrow at all? 


MR. MONRUFET: This is true. 


. MR. GRAHAM: The tendency is for the 

e same people who are borrowers to be borrowers 

a and to continue to be borrowers, and the other 

22 people to save. 

aa COMMISSIONER LEMAN: Mr. Chairman, I 

24 thought we might turn a little bit to the question 

25 of supervision which is referred to in the brief 
too. Is there a suggestion from your brief that 

= the League would like more supervision than there 

” exists now and more effective supervision? Could 

” you comment on that -- and where do you think 

29 that extra supervision should come from -- government 


” or yourselves? 
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MR. MONRUFET: Yes sir, I would be quite 
pleased to comment on this. From the information 
which we have supplied you will have noted that 
there has been a complete revision of our credit 
union legislation in this province in the last 
year. With the provisions that have been put 
into this legislation a more onerous task has 
been placed on the shoulders of our present 
inspection department. It would be noted -- 
you may not have this information -- but we do 
at the present time know that the estimates 
for the operation of this department have not 
been increased by the provincial government. 
At thepresent time there is.an inspector and two 
assistants. The Credit Union League does not 
eonsider that this is sufficient .to do the job 
we would like to see being done by the inspection 
department. The present staff of that department 
is working diligently in endeavouring to do a 
satisfactory job. I think it is fairly obvious 
to us they are somewhat over-burdened with their 
responsibilities at the present time. 

Where would we like to see additional 
supervision come from: The word "supervision" 
I don't feel quite fits the situation. We certainly 
would not want to encourage, if I. may use the term, 
"sovernment interference" in the operation of 
eredit unions in the general sense of the word; 
but, inspection, yes, we feel this is desirable. 
We feel this can best be achieved in two directions: 
One, by sufficient staff in our inspection department 
doing an effective job; and secondly, working 
in co-operation with the organized credit union 


movement in this province. 
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The Commission may be interested to know 
that we have developed a high degree of co-operation 
between our B.C. Credit Union League and the 
inspection department, and we have been told 
by this department that it is contributing a 
great deal to the effectiveness of their work 
in the solving of all problems that might arise. 

Does that answer your question? 

COMMISSIONER LEMAN: Not completely in 
the sense that why would you want it from 
government instead of organizing it yourselves 
at the League level or at the Central level -- 
or, you could form your own organization, and 
I would think you would have confidence you could 
develop an organization of inspection which would 
be just as effective as the government. 

MR. MONRUFET: This is an area where 
one might get into opinion. Certainly, we feel 
we understand our operations thoroughly and 
we feel wecculd dom effective’ job in’ that particular 
respect. There does come up the question of 
external versus internal audit. Some question 
might arise as to whether the best job is 
performed by doing our own supervision, or whether 
or not there is some merit in having this inspection 
done from an outside source such’ as the provincial 
government, and I would ask if Mr. McMaster might 
like to enlarge on this. 

MR, McMASTER: I think there are two 
aspects of it with regard to the second matter 
that Mr. Monrufet has referred to, and that is 
there is a desirability from the standpoint of 
the movement itself to have somebody who is 


outside of the movement doing the inspection. 
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It is very easy when you are close to an 
operation to overlook some things you may otherwise 
observe if you were going at it more objectively. 
The second thing is that I thnk there is an 
interest from the standpoint of the public where 
you have 215,000 members and $100 million involved, 
that the general public does have: an interest, 
and in this respect, therefore, a properly 
organized and operated government inspection 
service, has a, great deal of merit. 

I might say, in ithe, brief. we did indicate 
there has been some discussion of) the matter 
with the provincial government and some indications 
of a re-organization, but the government has not 
ecu us into their confidence as to what they 
intend to do. 

COMMISSIONER LEMAN: That is as to the 
general aspects of inspection. © As) the. inspection 
system now works, both government and your .own, 
could you describe it a Little bit more precisely? 
Do they resort to surprise audits and all that 
30rt of common means of effective Inspection? 

MR. MONRUFET: Yes.» Rather than answer 
this question, I think I would like to ask Mr. 
Grahan, our auditor, to explain this. 

MR. GRAHAM: Mr. Chairman, there is 
a supervisory committee elected by the membership 
for the purpose of auditing their own accounts. 
That is the case in all credit unions throughout 
the province. That is sometimes supplemented 
in many instances by the hiring of an external 
auditor, and he may take the place of those 
people or may merely supplement work they are 


doing; but, he has his independent opinion to 
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express. One of the recommendations of the 
survey committee, and we may yet get to it, 
indicates that the B.C. Credit Union League 
itself would engage the services of a chartered 
accountant, which they have done, so that he might vive 
direction to a lot of the supervisory committees 
so they might accomplish the work. The main thing 
is that they might be informed. Some of these 
things are not always evident -- what they should 
be doing. To that.extent, certainly, I would 
hope that the recommendations along this line 
Will be followed up and these people will get 
assistance. Supplementing that -- although 
it.is not intended to be an audit, and this point 
is always made by the inspection department -- 
certainly, their visits are suprise visits. 
At the time they go in I know they check the 
cash and see the accounts are in balance, and 
they look through the reconciliation of the bank, 
and I know they go through the securities -- 
perhaps not in their completeness -- but they 
will make a sufficient test check of what work 
is necessary to be done and satisfy themselves, 
and on each occasion they make rather a full 
report to the board of directors for any 
corrections they feel should take place. To 
that extent you have the element of a surprise 
audit. You also have the work of the supervisory 
committee which can be supplemented by direction 
from the League, and in many instances, and perhaps 
a growing number of instances, the employment 
of an external auditor. Does that reasonably 
take care of the question? 


COMMISSIONER LEMAN: Do you feel in 
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1 general your inspectors are equipped by 
2 competence and experience to detect what I might 
3 call incipient trouble or threatening trouble 
4 instead of just witnessing actual troubles? 
MR, MONRUFET: I do not believe this 

4 would be a@ proper question for us to endeavour 
: to answer. This might be. a matter of opinion. 
7 This certainly could be answered in general by 
8 saying in as much as they have been charged with 
9 this responsibility by the Attorney General's 
10 department one would assume they have been picked 
rl with their capabilities in mind, and I do not 

think it would behoove us to make an opinion on 
this. 
“4 COMMSSIONER LEMAN: Perhaps if I put 
14 my question differently it may be easier to 
15 answer. Have you seen in inspection reports 
16 comments by inspectors, either government inspectors 
17 or your own, that would prove they pay attention 
18 to that aspect of the problem? 
‘5 MR. MONRUFET: I wonder if we might 

have repeated the aspect; it has slipped my 
20 

mind. 
aA COMMISSIONER LEMAN: The aspect of 
22 trying -- an effort to detect threatening trouble, 
23 future trouble or incipient trouble. 


MR. MONRUFET: Yessir, I can honestly 
say we have numerous occasions to note this 
tendency on the part inspectors. I believe they 
are very yixelay concerned with this because 
their own work load to a large extent depends on 
taking corrective measures. When they go 
in and do an inspection, if they run across 


practices in the credit union or signs that the 
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credit union may be drifting into trouble, 
they will come into the League office or write 
and bring it to our attention. 
COMMISSIONER LEMAN: Does the League 
have the power to force a credit union to mend 
its ways if the ways are not considered satisfactory? 
MR. MONRUFET: We have to appreciate that 
the League is a voluntary association of credit 
unions and they belong to it and it is their 
organization. We do not have any more authority 
over the credit unions than they care to delegate 


to us as their own organization. We certainly 


have moral persuasion. They look to us to keep 
them on the right track. Our dues income may 
depend upon the support of these credit unions 
and they never hesitate to state in no uncertain 
terms when they run into incorrect operations. 
I will say to the credit of our member credit 
unions they seem to appreciate the forthright 
approach. Certainly, we cannot force them into 
changing bad practices, but we make no secret 
of the fact we are working closely with the 
inspection department. On occasion the inspector 
will talk with the credit union, and if he finds 
it desirable will even delegate to us authority 
to go into that credit union and request its 
books and examine them. The hspector has this 
right under the act, and he does and has on 
occasion delegated to our chartered accountant 
the authority to go in and do a complete audit. 
COMMISSIONER LEMAN: Have you power 
of suspension from membership? And, if so, 
has it ever been exercised? 


MR.MONRUFET: The League certainly has 
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1 powers of suspending a member of the organization. 
2 We have never exercised this. We did have one 
3 instance.some time back where we refused admission 
4 to. the. League on the part of the credit union, 
ut..in the history of the movement this was the 
5 
only time. 
6 THT Cy rv Tr 
COMMISSIONER LEMAN: There are some 
7 eredit unions not members of the League? 
8 MR, MONRUFET: That is correct; there 
9 ane several, 
10 COMMISSIONER LEMAN: Would you care 
rr to comment on the possible reasons why they 
may not be members? 
12 . 
MR, MONRUFET: Without intending 
13 , 
to. be facetious, wmight, say from the obvious 
14 = oh AS ee scat eines eee ELLY a 4 2 ee ee mMW4 4- 4 ~ 
os pe 2 CA Le - arte w es = CL 
benefits ,of association in a.central organization 
15 it .is .somewhat beyond our comprehension as to 
16 why they are not members. But, I am sure they 
17 would be able to speak for themselves. 
18 COMMISSIONER GIBSON: In this matter 
of..supervision and trying to check undesirable 
19 
practices, .is there any co-operation between the 
20 
League and the B.C. Central Union? In other 
21 | 4, - + 4 
words, does the B.C, Central Union take any 
22 part in this supervisory function through its 
23 lending activities? 


MR,.MONRUFET: Yes sir, we work very 


closely with our Central Credit Union. We 


are located close together in the first instance, 
sharing office space in the Credit Union Building 
at the corner of Broadway and Quebec. ‘The 

manager of the B.C. Central Credit Union and 
myself, as manager of the League, confer frequently, 


and.if we find any, problems with respect toa 
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credit union, apart from the inspection department, 
our’ B.C. Central is the one that will get this 
information from us, and vice versa, because we 
know teamwork is far more éffective than trying 
to solve an important problem on our own, and 
certainly we do know because Central is loaning 
to the credit unions and it is of vital intoreost. 
to them.. There is very close co-operation. 
COMMISSIONER LEMAN: Are there financial 
limitations to the degree of intensiveness of 
inspection you would like’ to see? In other words, 
has this pushed your budget a little bit? 
MR, MONRUFET:°Is°this ‘on the part of the 
League? 
COMMISSIONER LEMAN: Yes -- well, let 
us say on the part of the League: Have you 
any idea how much is spent on this whole 
service by the.-unions themselves and by the 
League and all together? 
MR. MONRUFET: Yes, the B.C. credit 
unions through their League, and providing 
the various services of the League, have 
aobudget of approximately in the past year 
$157,000 which is contributed in the form of 
duesierIt was decided by the credit unions in 
convention, if my memory serves me correctly, 
and I believe the budget for the Provincial 
Government Inspection Department is somewhere 
in the neighbourhood of $39,000, and this 
provides the staff presently employed. 
COMMISSIONER MACKINTOSH: Which you 
consider inadequate? 
MR. MONRUFET: We rather feel there is 


an undue load upon that department at the present 
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time; and Ivhave reason -- well, I won't speak 
for anybody else: Speaking for ourselves, this 
is the way we feel. 
MR. MeMASTER: I think it may be 
commented that there was provision made -- 
two provisions made in the 1961 Act to supplement 
the government's budget. One provision was for 
the government to negotiate with the credit 
union reserve board for a contribution of 
$15,000 for the inspection service. The other 
provision was made at the suggestion of the 
credit unions themselves that the government might 
extract a fee from the credit unions for the 
inspection service of 1/100 of 1 per cent of 
your assets. The government has so far taken 
no steps on either of these authorities to seek 
the financial assistance:from the movement. 
Whether they will do so in their present 
consideration of. the matter I don't know. 
COMMISSTONER BROWN: This arises because 
in a great many other financial organizations 
that are dealing with the public they spend a lot 
of money themselves on audit and inspection 
and all the rest of it -- stock exchange, investment 
dealers association, business -- they put up 
money for this inspection service. 
MR. McMASTER: Yes; I.think it is 
partly there, and I think it is a tendency which 
is likely to develop with regard to public 
inspection. The credit unions as they grow 
will be expected to take some responsibility 
for the cost of it. I think the government has 
recognized up to the present time that there is 


some difference having regard to the nature of 
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organization and the size -- the kind of people 
involved, and the fact they are operating and 
providing reasonable service , but may have 
difficulty -- some of them in any event -- 
getting service elsewhere. There has been an 
inclination on the part of government not to 
place too heavy a burden. I think the credit 
unions themselves, however, have expressed some 
willingness to share some of that financial 
responsibility in favour of having a stronger 
inspection service. 

COMMISSIONER LEMAN: In paragraph 42 
of your submission there is a reference to the 
use of the word’"weak" in relation to 4 per cent 
of the member unions. I think the rest of the 
paragraph gives a hint as to what you mean by 
"weak", but it wasn't too clear in my mind. 
Would you care to expland on what you mean 
by "weak"? Whixv acthe weakness factors? 

MR. MONRU®ET: We might explain on 
this thing ‘the term "weak" would cover a number 
of factors. However, bearing in mind that the 
new credit union legislation provides for ae new 
and rather stringent measure of delinquency 
in the credit union;we have found that some 
of our credit unions are having ea problem in 
adjusting to it. This has crystallized out 
of this legislation and has put before us in a 
group, collectively, about a 4 per cent problem, 
Tiestimate, more than we have had before because 
prior to the lémislation sure we have had credit 
unions that had to be helped with this, that 
and the other thing but they have come to ue 


one at a time and been serviced and this has 
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been it. The new legislation has crystallized 
beforehand routine problems of the credit unions 
particularly in respect of delinquency and this 
is what is indicated here. I think this would 
be mainly the problem. 

COMMISSTONER LEMAN: Well, delinquency 

and anything else -- liquidity and that sort of 
thing also? 


MR, MONRUFET: To a very minor degree 


may be liquidity in isolated instances but 

the problem here is one of adjusting to the 

new provisions of the legislation and side 

things apart from the new measurement for 
delinquency, the number of problems with respect 
to functioning of committees, boards of directors. 

COMMISSTONER LEMAN: Management? 

MR. MONRUFET: Management, this type 
of thing. 

COMMISSIONER LEMAN: Well, Mr. Monrufet, 
presumably since the League seems to welcome 
these new requirements and changes in the 
legislation the weakness does not come from 
the fact that the legislation existed; the 
weaknesses were there before? 

MR. MONRUFETA: That is correct. 

COMMISSIONER LEMAN: It just highlights it? 

MR. MONRUFET: Yes. 

COMMISSIONER BROWN: Is a pattern in 
this? Is it in just small ones or just large 
ones or just those with a certain common bond 
or is it general? 

MR, MONRUFET: In my personal opinion 
I would say that there is not any particular 


pattern to it. I would like to ask our auditor 
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if he would care to enlarge on this. 

MR. GRAHAM: I do not think, Mr. 
Chairman, that there is any pattern to it. I 
can think of one or two instances of fairly large 
eredit unions where this situation is there; in 
other words, we recognize now that the amount of 
loans in default is something they have to give 
serious attention to. I also find it occasionally 
in many of the smaller credit unions. 

A question was asked a moment ago in 
connection with liquidity. Liquidity largely 
is not our problem.whén “~ we speak of particular 
credit unions because in most instances; these 
eredit unions have need to borrow a certain 
amount of the liquidity they have then becomes 
the problem to B.C. Central and it is one they 
are very conscious of and they make sure before 
anyone becomes eligible for borrowing that the 
requirements of liquidity have been fully taken 
into account; otherwise there is no borrowing 
allowed. So we have, from the liquidity angle, 
we have Central in fact overseeing that. But 
this still is a new problem with us there. 

I think perhaps the survey committee 
in this instance introduced this measure. 

They adopted it from the Canadian Credits Act 
and in this respect two things, I think, were 
accomplished. One was (oving the line in respect 
of loans and also it was to urge a stronger 
position also with the collection of accounts. 

THE CHAIRMAN: Could you tell us something 
about the deposit business that is being done by 
unions? You have mentioned that in your brief 


that you had a certain amount of deposit business 
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1 and that it is increasing and I would like you 
2 to expand on that a little bit. I think it would 
3 te-of some interest to us and in view also of the 
i liquidity background accentuation. If your 
deposit business is increasing very rapidly 
: no doubt you have to make sure that your liquidity 
is perhaps greater than it would be otherwise? 
7 MR, MONRUFET: With your permission, 
8 Mr, Chairman, I will just touch on this; ‘This 
9 will be very thoroughly covered in the brief 
10 which is to be presented to you by our British 
it Columbia Central Credit Union I believe “today. 
So if we might defer it until then other than 
e to say that the reserve ‘requirements on deposit 
P accounts are 25 per cent which is substantially 
14 more than are required on share capital accounts. 
15 THE CHAIRMAN: If we are going into 
16 that. a little more fully at a later’ date we might 
17 leave that now. 
18 COMMISSIONER LEMAN: May I ask a general 
question about it? To what extent is there much 
. difference between share ownership and deposits 
i as to ability to withdraw on short notice? 
21 


MR. MONTRUFET: There is not a marked 
difference with respect to this. The terms of 
the British Columbia Credit Unions Act set forth, 
of course, the difference between so-called 
shares and deposits of credit unions. As was 
mentioned previously there is an 8 per cent 
reserve requirement against the share account 
of the member and a 25 per cent cash reserve 
requirement with respect to deposits to make sure 


that they are readily available to the members 


on demand, 
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While it is not a policy it has. been 
the practice that members have to look upon all 
their funds in the credit union as being pretty 
readily withdrawable because by and large I think 
a member only has to come into the credit union 
office, make out a withdrawal slip and they have 
it. This has been our experience. 

THE CHAIRMAN:, No delay at all? 

MR. McMASTER: I think it would be fair 
to say, Mr. Chairman, that in some trust companies 
where they have found because of. difficulties 
that have arisen that their situation is tight, 
that there has been a willingness on the part 
of the members to recognize that there must be 
some restraint on the withdrawal of funds and 
in those cases while very rarely in my experience 
has the provision which is in the Act, that is, 
that the board can actually freeze withdrawals 
or the inspector can freeze withdrawals. -- 
rarely is that authority necessary to use. 
Generally speaking the group as a whole recognize 
phat be iis their;credit union nad if it is going 
to continue to function some self-discipline 
is necessary and some arrangement is made among 
themselves to withhold withdrawals. 

THE CHAIRMAN: There is some arrangement 
to freeze withdrawals? 

MR, McMASTER: Oh yes. 

THE CHAIRMAN: So a person) cannot make 
a-claim for a withdrawal and expect to have that 
claim granted immediately? 

MR. McMASTER: There is both a provision 
for freezing the withdrawals and for freezing 


the deposits. I think the withholding of deposit 
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money must be more stringent if the ‘money 
is) tight than 

THE CHAIRMAN: Well, pérhaps that will 
bedealt with later on. 

MR. MONRUFET:: It may interest you 
to know what the provisions of the eredit union 
Act ‘really are. 

MR. BATES: In the case of deposits 
and withdrawals -- this is in Schedule 2, Rule 27, 
which says that the monies on deposit are totally 
at the option of the credit union not sooner 
than 30 days after demand unless the credit 
union exercised the option and this could be 
extended by the inspector. 

COMMISSIONER GIBSON: Mr. Monrufet you 
spoke of a 25 per cent cash reserve. - You mean 
deposits with the Central Union, not other ‘liquid 
forms -- you did not mean cash, did you? 

MR. MONRUFET: No, certainly not -- 
on deposit and available for withdrawal. 

COMMISSIONER GIBSON: That would all be 
on deposit with the -- 

MR.MONRUFET: ... the British Columbia 
Central Credit Union, yes. 

COMMISSIONER BROWN: The 25 per cent? 

MR. MONRUFETA: Yes. 

COMMISSIONER GIBSON: This is against 
deposits only, not shares? 

MR, MONRUFET: There would be 8 per cent 
there with respect to shares also. 

COMMISSIONER BROWN: Let us use the term 


' in your connotation 
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"Checking ' privileges 
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because it is an easier term to use. Do checking 


privileges apply only against deposits? 


| yenon Sekt iE shogntats won ed Seum y patton 
A ARCH PEA Be o» gedt. tegtdcet 
{few Sodt sqadrog. alow ‘SMANADAHD ST” vt Ppatd 

- po Sedel. dtiw dfisebed 

yoy deetedal yan dR 2 THIURMOM el ia tGemm 2 
notes sibeto ens lo Ho batvord oft stsdw word og 
sous yifSet.g5A 

ejteogsb to aso odd al seaTad . AM 

ove af va SS oluberio® at et eifd -- elswaibddiw bas 
yifsted eis Jisoqeb no eeffon att dadd eyse dotdw 


agnook gon sotnu dkBows old To moksqo slgegs 


co 


+theso add eeelau baemeb redis eysb O€) asAt 
ed bluoo afdd bas notsdgqo ont beetotexs mofayu 
totoeqenk sat yd bebmotxe 

yoy detuned .al :Voediy AEWOTAaiMMod 
Asem yoY .evirerss ess dago toq-@$ s to siogs 
btspftl tadde Jon ,motal {[sednod edd ndkw edisoqsb 
fuoy bib ,.Aeso asem tom bth Hoy == eamiot ol 


-- gon yLlatedi0s .o 3 TATUAMOMs aM 


_fawerbdadtw xot ofdsiisvs bas gicoqeb: no 


od Ife bHDivow deat :VOcdilp AEvOTeaEMMod 


ww oo dtiw tiecqs& no 


stdmpie® dettie0d ond ...° :VaaUAMOM. AM 


-a0y.-,f@o0tau tibet Lerdas0 


Sisioo tog GS enT :UWOHE AMMOTSZIMMOD 8s 


tsatess ef efnaT <WOCdID ASMOLTecIMMOd 


i : ,23¥ :ATHYUANOM /AM | ne 
feorsde gon .vino etieogedb 


| 
Me os | : 
ines taq 8 sd bivow erenT <TSTUHTOM .AM — Vai 
4 af ens 
,oels eershe oF soeqest ddiw suedt | 


wired sd¢ cay ay tol : MWOHE AAKOT AcLMMOd 


folistenmos iwey nt "eepeliving | sitvoedo" a 


p | iF Me loan od mrod petin «ii ot enuBoed 

~ ¥ q 2 paar 

bs 7 au = qi = , a _ 
are |, ae 0 ii -Feoqah ore rt vio aa pw tes 


Nethercut & Young - 176 - 
Terento, Ontaric 

MR, MONRUFET: That is correct, only 
deposit accounts. 

COMMISSIONER BROWN: Has there been 
any experience or proof to indicate that where 
checking privileges are permitted this has a 
tendency to increase deposits rather than share 
eapital? 

MR. MONRUFET: We have an instance. 
I think it has a tendency to increase with the 
participation in the credit union. From my 
observations I feel that it has somewhat increased 
shares because of the general increased participation 
but by and large it does provide a certain amount 
of extra funds for the credit union because of 
these deposit accounts and the requirement that there 
be loans there in the first place and consequently 
that there. isa residue ofa person's, deposit 
money»in there; at all.times!as»will. be) recognized. 

THE CHAIRMAN: I think this is about an 
appropriate time for adjournment. We will adjourn 
for, 15. minutes, 


--- Short Recess. 


THE CHAIRMAN: I will now call the 
meeting to order. 

COMMISSIONER BROWN: Mr. Chairman, I 
would like to ask one question of Mr. Monrufet 
and that is on the Credit Union Reserve Board, 
I wonder if you could give us a description 
of that and how it operates and particularly 
have they got any powers that would enable them 
to prevent as well as to underwrite loans? 

MR.MONRUFET: Well, Mr. Chairman, we 
will be very pleased to give you the information 


on the provincial reserve board. I would refer 


yino .toant09 at sonal. 
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you to first of all the Credit Union Act of 
British Columbia in which the terms of reference 
of that Board are set forth. 

Secondly, so far as the powers of the 
Credit Union Reserve Board are concerned they 
are somewhat narrower at this time than the 
eredit union movement had hoped that they might 
be. They are a little broader than they were 
when the legislation was first introduced. The 
credit unions asked for it to be on a certain 
basis. Because it was new legislation, because 
the government felt it should have a little 
experience with it, they-were' inclined to tighten 
up on the area where the Board had the option 
to give assistance. 

Last year we approached the government 
when the Act was revised and we did get some 
broadening of terms. When°I say “we'" T-am 
not now talking about the organization working 
in co-operation with the Board members of the 
Reserve Board itself. 

Section 78, if you are looking for it 
in the Credit Union Act. We feel that there is 
still some revision needed here with respect 
to the powers of that Board. If the Commission 
would find it of interest and value we would 
be pleased to file with you as a separate 
exhibit the original proposals for the reserve 
board legislation as put forward by the 
credit union movement in the province of 
British Columbia which maybe would give you 
a good indication of what we had in mind when 
the legislation was enacted. 


Also, Mr. Chairman, I believe a point 
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which would be of particular interest to the 
Commission is that the Credit Union Reserve 
Board and the attendant legislation for the 
fund was instigated at the request of the 
eredit unions in the province of British Columbia 
which I hoped might demonstrate to a degree 
at. least the responsible iattitude that the 
movement wishes to take in governing its own 
affairs. 

COMMISSIONER BROWN: Yes, I think it 
would be very useful if we did have that additional 
information. 

MR. MONRUFET: If you would like us 
to file it then we would be very pleased to do so. 

COMMISSTONER MACKINTOSH: I would like 
to ask one or two general questions, Mr. Chairman. 
[tesiseacslittlhe difficult» te bring together 
all the information in these various supplements 
and the papers filed with them. I wonder. how 
those concerned with the credit unions see the 
trends developing. In this sort of self-help 
co-operative organization I would suppose that 
there were two different lines. .At present they 
seem to be developing more and more towards 
banking institutions with a business in short 
term, you might call, household loans, The other 
direction would be a development more towards 
the pattern of a sort of building society. These 
are the two aims of what you might call family 
financing as against business \financing. Now, 
further development towards what I call "the 
bank end" of this alternative raises more and 
more the question of to what extent these are 


purely loan operations and to what extent they 
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are banking operations. I wonder if you would 
care to say anything about how you see the 
future developing. 

MR, MONRUFET: We would not mind making 
some observations on that, Mr. Chairman. From 
my own experience and observations I would say 
that there is not any noticeable trend away 
from the job that the credit unions have been 
doing: over the past number of years. This is 
a little difficult for me to explain precisely 
what might be meant by a "trend into banking 
operations" unless one might consider this 
area of a trend towards mortgage business, loans 
and this type of thing. 

We have stated in| our brief. that the 
movement itself is not generally inclined towards 
business loans. We are not geared up for this 
typeof | loan,., oThe: officials,of our,credit: unions 
being drawn from a cross section of the average 
people do not fundamentally have training in the 
area of business loans so we discourage this but 
in some instances it could be quite justifiable. 

On the other side of the-ledger there 
is a tremendously large field yet to be served 
in consumer credit -- household goods of 
various types, purchasing of automobiles and 
all this type of thing. Even with the advent 
of the banks more actively into this field we 
have not noticed any appearance in any of the 
credit unions of a wish for room in which to 
operate. We find in areas where.we have a 
substantial number of credit unions that finance 
companies there too flourish. I am quite confident 


banks get.a full share of the business which they 
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1 seek in this area and yet our credit unions 
2 continue to expand in that area, 
3 Iv-am sorry if I have to be a little vague 
4 in this but it is an area of opinion and I do not 
: believe that we can say that there is a trend 
away from the concept of the usual function of 
: the credit union organization in this area: 
7 COMMISSIONER MACKINTOSH: I was not 
8 suggesting that and I am not concerned about 
9 the banks -- they look after themselves fairly 
10 well -- but I had gathered from reading the 
11 submissions that there was a definite trend 
2 towards checking accounts, “and ‘much more 
movement of your savings than there perhaps 
os had beer earlier. May I direct ‘the question ‘a 
si little differently then? Is there observeable 
15 any increased activity 'on the other end of the 
16 household --providing for house financing where 
17 down payments on houses are taking the place of 
18 second mortgages? 
19 MR. MONRUFET: Mr. Chairman, I believe 
some very interesting information here can be 
4 derived from a check which we recently made 
os of loaning trends in credit unions in this 
ae province, and which we have filed as one of 
23 the appendices to this particular brief, which 
24 was taken quite currently, and in this respect 
25 I would like to refer to Mr. Bates. 


MR. BATES: Maybe one significant 
point: The table in the survey report in 1957 
is at page 31, and the comparative table taken 
two or three months ago is in Schedule 15 of 
our brief, and the question of real estate 


was mentioned, and looking at these I see 
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in the classification of credit unions over 
$500,000 the percentage is 48 per cent, whereas 
today it is 47 per cent. Therefore, in three 
years it does not seem to have risen in that 
particular area, There is a complete breakdown 
there of loans and consolidation of debt and 
so on, and it does not indicate this tendency 
to go into this area. 

MR. McMASTER: Mr. Chairman, with 
regard to the Survey Report there is a comment 
with regard to this, and the general finding 
is that in the smaller credit unions the type 
of loans tend to be the small short-term 
consolidation of debt. In the- larger unions, 
where you have a larger pool offunds, they tend 
toimeet this need of the members -in the first 
instance, but would tend to get more into home 
improvement and short-term mortgages and this 
type of thing. One of the things indicated 
by the Survey Report is that if. the credit 


unions are going to get into longer term 


mortgages, if this is a field: in» which. they 

may develop, it will be necessary for them to 
devise means of getting more permanent investment 
in the way of term deposits, or in some way that 
would assure that you can have a balance of 
liquidity, and your turn-over in investment 

will bear some relationship to the turn-over in 
the mortgage needs. 

MR. BATES: Perhaps I gave the wrong 
impression: I have the classification of 
$500,000 and $1 million together. What I should 
have said was the average in 1957 was 24 and 


in 1960 it is 233. 
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1 THE CHAIRMAN: What page is that? 
2 MR. BATES: This is page 31 of the Survey, 
3 Table 6. It is Schedule 15 as far as the brief 
; is concerned, 
COMMISSIONER MACKINTOSH: I don't know 

? whether this is a question you'want to leave for 
6 this afternoon's brief or not:The whole question 
7 of the liquidity of the credit unions is, I would 
8 think, closely related to your rate of growth, 
9 and that the problem will change somewhat if your 
10 own prediction is that the rate of growth flattens 
” out. I would gather from what you have already 

said that the different percentage reserve 
. requirements for share and deposit does not 
a really closely correspond to the facts in that 
14 while legally the share proceeds are behind deposits, 
15 in, fact they are treated very much as if they were 
16 demand. deposits -- perhaps you would rather leave 
el thaty | 
‘as MR. MONRUFET: Mr. Chairman, I believe 

there may be some value in the League expressing 
i some views on this. True, this'has a great bearing 
- on.B.C..Central Credit» Union .also,; andoLIeknow they 
21 will desire to make some comment thereon. \We 
22 have with us this morning a man who is well 
23 qualified to give you some additional information 
24 on it,,and I refer to the auditor and financial 
95 advisor, Mr. Graham. 


MR. GRAHAM: This matter of liquidity -- 
there are several facets to it. Certainly, you 
have discussed now the matter of the levelling 
out of shares, that is, in the rate of growth. 

By the same token, of course, that as funds from 


this source tend to level off, certainly the cure 
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I then lies in reducing the amount you are going 
y. to lend. In other words, it will reduce the 
3 amount of your lending funds. I think we have 
4 to perhaps make one change in our thinking, 
P that although the comment was made this morning, 
and it somewhat disturbed me without being 
: amplified further, that shares are withdrawable 
; in effect on demand the same as deposits, and 
8 perhaps you might not distinguish them, may I 
9 say*that the fact of the matter is these things 
10 are-highly distinguishable, and perhaps for 
11 several reasons. ‘In the matter of shares: we 
2 must remember we carry on shares the matter 
of insurance, and that matter of insurance is 
13 
a-adetetvent as far as people’ are* concerned: to 
14 ' 
the withdrawal of their shares.’ “in’ other words, 
15 all members of the B.C. Credit Union League 
16 are insured either with the C.A.N.U. 
17 Insurance Company or the CoMoperative Life 
18 Insurance of Cana@e, and an amount of insurance 
19 eGual'’to the amount of the share’ on deposit’ is 
covered so that in the event of death you’ re- 
20 
cover not only your share but you recover an 
- equal amount of your insurance. I think you have 
a to'recognize this difference, because certainly 
23 in some of the tables that you brought out in 
the Survey Report you will find that of the 


amount of shares that the total credit unions 
have in British Columbia at the beginning of the 
year plus the amount of shares received during 
the year, that the total amount which was with- 
drawn during the year would not exceed roughly 
20 per cent of the total which had been put 


on deposit, and it is only -- perhaps, you 
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mentioned savings and loans, and I understand 
that there are even restrictions with those 
organizations: The fact is one can apply to them 
and get the money out, but that doesn't necessarily 
mean they do apply to take the money out, and 
I would like to distinguish that. 

You will later -- and I merely make 
this observation -- be going to other provinces 
and you will be seeing other credit unions, 
and certainly the question was put to me a 
while ago, "Why is it that the amount of your 
liquidity here changes from province to province", 
and I. could not help but note in one of the 
provinces -- and it was a publication put out 
by their government -- that out of some $2 billion 
received during the year as a matter of cash 
receipts some $1,700,000,000 had been in the 
form of deposits, and of that amount some 
$1,600,000,000 had been withdrawn. On permanent 
deposit there has been a turnover of 80 per cent 
on that part of their savings, and it constitutes 
a large part of their savings. Not so in 
British Columbia. The bulk in British Columbia -- 
I am merely here speaking of the different 
thinking having regard to the difference in 
the amount of liquidity the two groups keep -- 
that in British Columbia, the savings are in the 
form of shares, and although some comments have 
been made in connection with deposits may IL 
assure you from the figures that are here the 
relative amount of deposits or shares is a 
small amount. We recognize there is greater 
activity; in fact, sometimes it doesn't represent 


any more than a man putting his pay cheque’. .in 
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ance checking. churoughouth thas month wn, thet ,. and 
yet we. recogniz@ there: is an: wover-ell retention 
off savings, and Some of that retention of savings 
Wwe are trying to encourages Wevare,trying to 
get the people where they haven't got automatic 
payroll deductions for savings, that they might 
put. their checuo: inovand have soe much put:to 
their Shares to encourage the savings feature, 
and withdraw whatever. they need-for ttheirm, household 
requirements during the month, It is only, as 
far as our members are coneerned, pthat ‘additional 
inducement to save money. ol would ‘cautton: you 
not: to ‘regard them-all ‘the isame,y, andeto irecognize 
che different components .as ‘far as liquidity is 
concerned Jic In Britishoi@olumbbha maynLrauggest 
our Survey points: out that even thoughphaif,our 


gash ekiquidity having -regardrto-credit unions 
themselves -- the locals -- into the Central 

has taken & form of a corm deposit; and from 

myi ‘experience in dealing with B.C. (Central 

up until this«year whensthereswas arehange in 
che.ceonception of this} I don*tethink Tican 
remember seeing a single withdrawal from term 
deposits )° In other words; othat amount: of sliquidity 
required them to get slong With halfcthesliquidity 
preseribed by tho Act. Notiwhtstanding that, 

you “aporectate when the new act did,come in, 

bécause we see a flatteningeout , it:will’ have 

the reservation of 8 per cent in that if need be -- 
it can go up to 12. Let us consider all the 
components of liquidity -- especially when borrowing 
again’-- and I have. only knowledge of B.C.: 


Let us recognize, according to the’ Surveys Report 


85 per cent of the loans made by credit, unions 


ae 


oh Mei 


| ' Drs gat seid ng AeOu * seri Labo fig ah f 
7 


notgnadert ICE. ere: aalaner embry yooed Enna ay 


. 


‘to sokinedet dadd to. sade Snes amen 


ONOLVSE 


\ 


ot anid eas o> segexsoons ov gril id OLS BW 
sidsnatwe tog. o wevene yond atarh efqosg sad seg 
idgin yodd daddo.egeitvee tol enetiteubeb LLoryseg 
ot ang Mom off eved bas ak vives tledd re 
Stodeslasitvsd Ad epsivoons od sorsde thoeds 


<4 HE 


} DLONS two tke Sot been vert tovedsmh warbddiw bas 18 


en gyino @t Gl .daonvedd getiub atnomentups: | 
; 
oy Lancétsbbbe tied whsetetronsed ets arsdism Tuo as sl | 
i a . a . 4 
| uO Moltues Hilvew I .Ysnos evecq OD toomeovubat 1, 


aA astnggo@y oo Be ,ampe ord Lis modd Diseet ed 1son 


of ighEbitiioff os ub T 2s aprone gos IMSLSTPLES -SsAT . 


; ieosgue Lyset stduvlod Satvivad als «. bamisoneo } 
: ; > ie Sg 
qe {ue Mstskevets asve dait sev etateg yewts “Eo i 


7 | adolinn itbecs ot basses saiven ywiihiupel dass 
Hy Ceatne) ods ovfil efsool sig -+ seviesmedd 
| nerd Oris .clacgsb wired 6. Te unoy S ness seri 
: webevdned .0.d ditw-opilseb mt somes itaque Yn 
a 2 ob teneto 5 «av otentemade Seep sid Lidavuequ 
xe aso I anidd o'*deb I  (etad To notiqoonoo .end 
/ \ (Peat Hont Lewerbddbw efleiie se sabtiea tednistiet 


P| ; F 
La yibivoll Toe wdnvons Jolt pebtow vorso nl ‘adit eoqeb 
ey 


| 

‘ee YGhOLvGtL wet iisd siw scolh aeg of ness Dewlupst 
=| : 

i : Jedd getbassatdwivoh .gon bat ad ‘bedito serg 


ft -eti99 DED jon Wert wna Beta sin footdas ‘Woy 

avec. nits a. Aho gutnsdaee eae ov ouusdod 

wa Ae been “Eh -terdd nt theo tea Gs sotisvisnst sods 
Py orig fie tebtarico mu ted WSL? au of nss<st 
-_ sniwontedam lv Qiikekosqes 3 wetbhop at ‘to she 
4.0. Yo sgboLuenw visto 


7 . a 7 
ue we TD. a. 
o> : ; 
: — h 
® S = 
ee 


Nethercut & Young - 186 - 
Terento, Ontaric 

are received back in the form of payment within 

a period: of two years. That is a high degree 

of liquidity. Some 40 to 50 per cent comes 

back in the first year. When we come to Central 

you will find there is a much bigger percentage 

comes back. The whole conception in Central, 

and to a certain degree in others, is short-term 

credit. As Mr. McMaster stated, if we are going 

to get away from that we will have to consider 

the means of bringing in money which will sit 

for a longer period of time, but bear in mind, 

that savings are insured and deposits generally 

are not. They appeal to different people. Quite 

a lot of people have money in there for that reason. 
Mr, Mercure pointed out a short while 

ago in connection with one of these tables what 

evidently appears to be an inadequacy as far 

as reserves are concerned. I didn't notice it, 

and I had nothing to do with its preparation, 

but I notice, unfortunately, included in both 

shares and loans has been this figure of 

endowment contracts. May I briefly define what 

an endowment contract is. Because of tne insurance 

feature andin order to encourage regular savings 

by the members of credit unions, we conceived 

a contract whereby over a period of 15 years 

a member would undertake to save $2,000. In the 

first instance he would take an interest-free 

lean of $2,000 credited to his share account. 

Now, because of the insurance feature we have 

the shares insured, we have the unpaid balance 

of the loan insured, so in the event of death 

during the period this money is being saved 


the unpaid balance of the loan will be paid off. 
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The $2,000 which are in the savings as the proceeds 
of the loan are insured for $2,000, so that the 
member then has -- his estate has $4,000. They 
represent quite a large item, and as such on 
the one hand you have loans given in consideration 
of the subscription for shares and, as I say, 
unfortunately in this particular table which 
is given to you they show as loans and they show 
as shares. So that, for that reason when we 
look at liquidity we find some distortion in 
that particular figure. There are better figures 
available from other points and better figures 
available in the Survey Report, and I would sooner 
you refer to the Survey Report where that aspect 
has been eliminated, and we refer to the matter 
in that concept. 
COMMISSIONER GIBSON: Could you give 
us any break-down of the rate of turn-over of 
your shares and deposits as distinguished from 
each other? You make the point very strongly 
that the shares don't turn over quickly. 
MR. GRAHAM: Shares will turn over, 
as I Say, at the rate of reughly’ 20 to 22 per’ cent. 
COMMISSIONER GIBSON: That is one-fifth 
of them will turn over per year? 
MR. GRAHAM: Yes, and that one-fifth 
4s measured in respect of the opening balance 
plus receipts. Someone might challenge that 
end say some of the withdrawals and what came 
in at the opening of the year -- well, I don't 
quite know how to break that amount down, but 
by relating only the changes -- maybe this is 
an important thing, and that is set out in 


some detail in the Survey Report at page 61, 
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where we are dealing in connection with that 
matter, and you will find there is a variation, 
and you will see the changes which have taken 
place during the time credit unions have operated 
in British Columbia. 
COMMISSIONER GIBSON: Have you a similar 
figure for deposits? 
MR, GRAHAM: Unfortunately no. The 
amount of deposits -- may you look at page 62 
to give you some idea with regard to the deposits, 
the relative position of deposits. You will find 
that in that Table No. 30 on page 62 we have 
taken the increase in each year so that when 
you, take the -total of the:increases you find the 
balance sheet position at the end of the year 
$0 that at the end of the year, speaking of 
1958, we find total savings at that time in 
members' shares were $63,655,000, dividends 
$3,666,000 which leaves one-twentieth the 
amount of deposits to shares in the credit union 
at the end of 1958. 
COMMISSIONER, LEMAN: That is the relation 
between the two: It does not indicate turn-over? 
MR. GRAHAM: No, except as far as we 
are concerned we anticipate the turn-over is 
very sharp. In other words, we do not encourage 
people to put money into deposits because the 
rate of return is less, there is no insurance 
and except that there are going to be funds 
that they need for the meeting of their current 
bills there is no purpose in putting money in 
their deposit accounts. So you do not find 


deposits in there. That is a more transitory 


figure you find there. 
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THE CHAIRMAN: The increase in deposits -- 

MR. GRAHAM: We have shown merely the 
increase each year so that the total increases 
at the end represent the total amount outstanding 
at the“end of the period. So that the figure 
$1,215,000 at the end of 1958 is merely an 
increase from the previous ‘year and‘ that is 
the net between receipts and disbursements. 

THE CHAIRMAN: Well, those figures 
in that column -- 

MR, GRAHAM: ...°are the nét increases 
from year to- year, that is right: 

MR. MeMASTER: It would not show the 
turn-over though, Mr. Chairman. 

MR. GRAHAM: It merely shows the 
net difference between what has been received 
aid what has been disbursed or withdrawn during 
the year. 

COMMISSIONER GIBSON: -Mr. Chairman, I 
would like to ask a question about the responsive- 
ness of the credit unions to credit conditions. 
Are they fairly responsive in their lending 
activities to changes in credit conditions? 

From the brief I gather the impression that 
when the British Columbia Central found it 
necessary to send a letter around suggesting 


p in response to: tighter money 


some tightening u 
there was a suggestion that this would lead to 
2 somewhat tighter activity on the part of the 
ecredit unions themselvs. Does this in fact happen? 
Do the credit unions respond to changes in credit 
conditions very much? 

MR, MONRUFET: Well, Mr. Chairman, this 


will be covered in two areas, first a personal 
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comment. From my own observation of credit 
union operations in this area I would say that 
they tend to be very responsive to suggestions 
in this field and this I can say from some 
experience,. In the brief that will be presented 
by our British Columbia Central Credit Union 
this will be enlarged on further and I am sure 
they can give you very adequate information 
relative thereto. Then again, realizing that 
it is probably a particularly interesting and 
important question to the Commission it will 
again be dealt with in the national briefs 
that will be presented by the Canadian Co-operative 
Credit Society and the National Association of 
Canadian Credit Unions. TI wonder if that would 
suffice for the purpose on our part. 
COMMISSIONER GIBSON: What I was, hoping 
for was your reaction regarding the credit unions -- 
not what the Central people de. They have ea 
policy and it is your.reaction to that policy. 
Put a little more specifically when the credit 
unions and individual unions are borrowing from 
Central are there inclinations to tighten up 
in their lending activities or dao their lending 


activities stay about the same, or what? 


MR, MONRUFET:. Well, oMr. Chairman, as I 
said this will be dvalt with to some extent in 


the brief of the British Columbia Central this 
sfternoon but I am prepared to comment-on the 
basis of the movement through our League and 
my answer would be very definitely that the 
credit unions have proved to be responsive in 
this respect. 


MR. McMASTER: I.think I may say -- 
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anticipating British Columbia: Central's pref «-- 
Wor Chie 

that Mr. Robinson who is in close benenidey-to-day 

economic operations of the credit unions will 

be able to perhaps answer Mry Gibson's» question 

much more fully than Mr. Monrufet might be 

able to from general observation’ 

COMMISSTONER MACKINTOSH: (‘I would have 
thought if you had a period of what ordinary 
people like myself and.the members of the credit 
unions call by name but others! do’ notialways -- 
I would have thought you would have’ an increase 
in applications in the credit unions, ‘other 
sources being difficult to’get money outrof? 

MR.» McMASTER:. I. do not’ want to anticipate 
what I think Mr. Robinson will say but I think 
this,will be true, that there are aniincrease 
in applications but I think he will be able 
to tell you that notwithstanding that increase 
there is a resistance to it’on the part: of: the 
eredit unions which reflects itself at the 
particular time Mr. Gibson referred to but 
I think Robinson can enlarge on that when we 
deal with Central's brief. 

COMMISSIONER BROWN: Along the same 
1ines*in° such circumstances do you find a slowing 
down in the movement of loans? 

MR; MONRUFET: This?’ coudd be® true, yes, 
depending upon employment conditions. This is 
rather closely related, I would say, to the 
employment situation in the province and in 
certain times when employment is not too good 
very definitely there is a tendency for a 
3 low-down in that respect. I would’not say 


markedly so but it does reflect. 
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COMMISSIONER HARROLD: Would you have 
any figures to show whether your loans went up 
in the period that there was some tightening 
of credit or money in 1959 or 1960 or whether 
loans went up or down? 

MR. McMASTER: I think that will appear 
with respect to Central's brief. We might mention 
on this subject that we an be sure it is 
covered this afternoon, Mr. Chairman. 

THE CHAIRMAN: Well, notice in the 
deposit column on page 62 that you referred 
to that the balances seemed to be quite erratic 
in amount. You start at 1950 at the increase 
in deposits with $100,000, $230,000, $418,000, 
$180,858 all of a sudden, then $125,000, then 
$749,000 and then minus$57,000 and :then $215,000. 
I do not know what that indicates if anything 
but it is interesting to notice. 

MR.MONRUFET: I would like to refer 
this to Mr. Graham. I am sure he has an observation 
on this. 

MR. GRAHAM: Mr. Chairman, I have not 
particularly given thought to that but i do 
not think it suggests too much. Perhaps if 
IT were to look back in the report I might find 
that two or three different credit unions came 
into checking in 1954. Other than that it is 
a steady increase throughout the whole period. 
You see to begin with which is the inception 
of it with $6,000 odd deposit which would 
indicate perhaps one credit union. 

THE CHAIRMAN: Oh yes, I see. 

MR. GRAHAM: So that I do not think it 


has any particular significance except an expansion 
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of it which again seems to level off later in 
1958. With the exception of 1957 there was 
a large increase in that particular type of 
activity. 

COMMISSIONER BROWN: 1957's figures 
in savings coincides with a large increase in 
loans. 

MR, GRAHAM: Yes, but I do not think 
that has any significance as such. In other words, 
the loans themselves -- I do not expect 1957 -- 
just thinking of 1957 I think if we go back in 
1957 perhaps some of the other information indicated 
a tighter money period at that-time. » I am not 
too well aware whether 1957 was a tighter money 
period but the only man, I think, who commented 
on it was Dr. John Croteau who writes a great deal 
of credit union works in the States and I notice 
around that same ‘time he made a survey of some 
of these largest year-to-year fluctuations for 
all the credit unions in the States and it 
was rather strange that he came out with saying 
the same thing that we are now and that is that 
it was almost as if you were the car financing 
people and people changed. their cars every two 
years because 1955, 1957 and 1959 would tend 
to show that bu’ you would have to» take a longer 
period of time to see if there was' a pattern 
there but during the 10 years he looked at there 
seemed to be a pattern and in fact it fitted 
in with some of our findings here and I think 
some of the technical people commented on this 
two-year cycle. I am not going to pretend for 
a minute I have any knowledge of the two-year 


cycle as such. 
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MR. McMASTER: I think it should be 
observed that while there was a decrease in 
net deposits there was an increase in savings 
on the shares in the year of 1957. It is just 
the deposit figure that dropped off. 

COMMISSIONER BROWN: What I was trying 
ft get at was that in 1957 you see this coincides 
with a net withdrawal of savings plus a very 
large increase in loans which were repaid the 
following year because there is a net figure 
in the following year. 

MR. GRAHAM: You appreciate that all 
1957 did was arrest the increase. The $57,000 
only means that during the year there was not 
an increase over the previous year, there was 
a net reduction of $57,000 and in the same year 
there was an increase of savings of some $9 million 
in that particular year. 

, COMMISSIONER BROWN: Yes. 

COMMISSIONER LEMAN: In your brief, 

paragraph 17, you refer to the intention that: 
"Reserves may be increased 

to 12 per cent in times of adversity". 
Is it not difficult to increase your reserves 
in times of adversity according to what you would 
call adversity? What are the adverse circumstances 
you outline that would cause you to move in that 
direction and how easy would it be to move in 
that direction? 

MR. MONRUFET: Mr. Chairman, I believe 
that Mr. Graham would probably like to expand 
on my observations of these provisions in the 
credit union's legislation and it could be 


applied by the provincial government if in their 


es as 


oy 
i : 


Wd aitdw tacit beviesdo 


gt oseetoeD & E8W OT 
agnives nt eusetiont as saw ered es tooged Jen 
’ geaut ef #1 .VeeL to assy sad af eersde edd m0 ; 
-Yto beqqerb dsdF otmait dlaogeb eds 
arivid asw I dsdW :WWOAS ATWOTZSIMI09 
aebtontos eidd ‘oa yoy YeCL wt derid ssw Ts te3 a 
yrsy sc eulq agniive® to tswexbddiw gen s diiw 
ode bisqes stew doidw ansol at eesetont egret 
erugtt ton s si exert sansoed Ts89y aniwolfet 
sey gotwellet sad at 
[fa gedit edstoeuqgqe voY MAHA) AM 
000. ved sft .easetont est deers eew BIB yael 
son asw oventd teey edd gnimub vedd sxeon yl 


asw erent ,rsey evotvetq ent reve ezesi0nt ms 


asey omsea and mt Bas 000, 7e% to noltoubet vom s ii ; 


notifine-@? estes to agaivee To suseront m8 sew eredt 


usoy tsluotdasq dedé at 
eeY :MNOMA ARMOT22TMMOD lee 
tetud voy al sWAMEL ARMOTE2IMMOD | 


q 
‘sect motsnednt ofd ed telot voy .\l dqstastsq ler 

bensovoat ed ysm aeviesel” 
“ gdtesevbs te semtd mi dawo teqg Sf. os — 


aevigeer wsey sasstomr o¢ JivelTild sea sivel 


{vow woy darw o¢ antbaooos ythetevbs to aemis af 


ssonstemyorto eeuevbs eid ois JsoW fytiaevevbs [ise 
dsdd nt evem od voy canes blvew gods salliuo vey 
ni evom og ed gi bivew yase-wod bus nobsoetrh lag 


Laotsoerthd gsdt 


evetied I .asusishd .aM itt 
basqxe of dif yldedorq Diwow mefist) .xM dest 
ent ak anotetvenq eaéd? to 2 id 

ed bios df bas nol: 


Nethercut & Young - 195 - 
Terente, Ontaric 

opinion they deemed the liquidity position of 
a credit union under given circumstances was 
not adequate. I mean, the machinery is there 
for it to be applied and I suggest that it could 
be applied without the pepwinn of the credit ‘union. 

THE CHAIRMAN: This is the freezing 
of the loans? é 

MR. MONRUFET: No; the increase in the 
requirements of reserves to 12 percent. 

THE CHAIRMAN: Oh, I see. 

MR. MONRUFET: Neaptearabeanid Yin tae like 
to comment. further, : “a 

MR. GRAHAM: Mr. Chairman, I think when 
the recommendation was. made ‘in the first instance 
by. the Survey Committee along this line it was 
only a matter of. discipline "oP think we’ felt 
that at some time in the’ future there wight arise the 
situation where it was going to be in the common 
good that there should be some arresting of 
lending activity. You will appreciate that in 
a new act there is a responsibility on the 
directors and officsr3: of the ocredit’unions that 
in the event that their liquidity reserves are’ not 
on hand that any loans made during that period 
when they are impaired in respect of liquidity 
reserves that they t! become personally 
responsible for money loaned during that particular 
times All we wantedrwascinifactrthe power that 
should the occasion arise when we wanted to 
particularly stop further lending we could invoke 
any portion of this additional amount of money 
which, of course, immediately would put them in 
the position that unless they had an adequate 


amount of funds to ensure their liquidity which 
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they could only do in reducing their loans it 
would have a dampening effect on loans poing 
out through. the observance of that 12 pér cent. 
That was basically a matter of self-discipline 
in-thecmovement. Perhaps°when we get into some 
other questin of responsiveness you will find 
that omong the movement. There are fantastic 
amounts of discipline which these people are 
Willing to apply to themselves in order’ to 
conform with what is indicated to them as being 
for the common good and what should be done. 
COMMISSIONER LEMAN: I am sure the 
intentions -are good. »I am just talking: about 
the problem of mechanics here. .One would think 
that reserves could be easily built up when 
there are no conditions of adversity throughout 
the system and to wait until the conditions of 
adversity are upon you to build your reserves might 
be a bit of a difficult process} 
MR. MONRUFET: I am not thinking of ‘the 
building of reserves but the very requirement that 
is set’ out: will arrest :the. lending activity 
EF think «the main ‘thing is: to make Sure that no further 
loans are made during these particular periods until 
such time as they have conformed to the requirements. 
COMMISSIONER LEMAN:.. That /i8 why ‘TI 
yondered what was veferred to as “conditions of 
adversity". You are not referring to tight money 
conditions, are you? 
MR, GRAHAM: ‘IT imagine it is ia fair 
observation thet if they cannot be accomplished 
on a voluntary basis at least then the power is 
in the Act to do something about it. 


COMISSTONER LEMAN: But I am asking you 
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what are the conditions of adversity you are 
visualizing. What do you call "adversity"? 

MR. McMASTER: I think the Survey Report 
deals with this in part. (As ‘I recall there were 
two factors they took into consideration. One 
was while it appeared that the growth was a 
factor it would affect theiratev of growths which 
may mean that as far as new share money in the 
qwedit unions ‘is concerned this as a source of 
liquidity might tend in a year to become as 
important’ a factor as'it'iwas°in the past. 

This might be one factor-which would require 
the advisability of increasing of the reserves. 

The other factor would, ‘of course, be 
a period of sharp recession which’ might cause 
difficulty in terms. of dealing mainly with prime 
producers and working people who would be affected 
immediately by this and if this sort of circumstance 
developed then it is desirable rather than 
directing that they move into the cash reserve 
that there be a slowing down of the loaning 
process and if you keep in mind the short-term 
nature of the larger portion of the loans in the 
credit unions the slowing down of the loans in 
the process means you are going to have money 
on hand and available to buildup your liquidity 
reserves on the proceeds of repaid loans and 
30 while it might be a drastic step to take 
if it were all done in one week from 8 per cent 
to 12 per cent it is not beyond accomplishment 
in a very short period of time in the credit 
unions to come within that requirement and for 


it to be arranged. 


COMMISSIONER LEMAN: I am sure you see 
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what Iam driving by this time. You see, there 


ss 
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are certain types of adverse conditions»and it 
seems desirable to incre ase loans rather than 
decrease them in line with the processes of 
tien of the economic conditions. in the 
country. If those are the types of adversity 
you are referring to you might work against perhaps, 
let us say, the federal government's policy at 
that very moment. . 

MR. MeMASTER: I would like to reserve 
on that one, Mr. Chairman, until we have delved 
Hlbittle farther into this: ques then: q:l.think 
there is an element of truth and;L want. to analyze this 
and there may be certain periods -when .there.is 
an attempt through monetary policy to expand 
the economy and that the credit unions may have 
some conservative effect if the general economic 
Conditions did appear. “hey are dealing principally 
with people who rely on their wages and salaries 

to provide the savings and to whom they make loans 
and they are sensitive, I think, to the positions 
which such people hold and: perhaps do not react 
as, quickly as well, for instance, the bankers 
might to expanding out and giving the push that 
might be required in a period recovery. However, 
as LI. say I do not want to say too much about. that 
because I do think we need further study and this 
is one of the problems that will be .given :consider- 
ction in the presentation by the National Associations 

of the Commission. 

COMMISSIONER BROWN: In arriving at these 
liquidity reserves, are you able to include 
borrowings frow the Central Credit Union? 


MR, MONRUFBL: They arc a factor in this. 
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fo. Grahamimignt like torexpand on that. 

MR. GRAHAM: Yes, in other words the 
borrowings: can be construed,n almost: thesright 
tovborrows) of -course)s Ls onecof! your motisu ree 
of) liquidity as ‘long as» you have that) right! to 
porrowgr bitlaf. there is no distinction made at the 
moment in as’ much as there is no cherge) against 
any® particular ‘assetocther ithan' perhaps the 
loansy receivable! that: may be the only: thing 
taken in charge only when one of the credit’ unions 
borrow from them so that” their dopositeowith 
Central? are free to form their liquidity reserves; 
in other WordsjAnt is possimlodtnatw at tredit Ghton 
Will have whatever: the amount*may: be required for 
the liquidity: reserveowith. Central and at the 
same time have more: borrowings°ofrom Central. 

COMMISSIONER BROWN: In computing this 
liquidity reserve would it not be. more conservative 
ifithercash and equivalent assets were’ computed 
net of the borrowing? 

MR. > GRAHAM: “Well,v of ccourse,  that.:s imply 
means; \Isimagines “thatryeu arecnotoallowediin fact 
thentiIctaké: itnunder thatebastisl to borroimagainst 
your loan. sithat correct, youc'are: not. allowed 
to borrow and make further. loans. because you would 
have’ to count that against your liquidity -- is 
thatethey point you: are. making? 

COMMISSIONER: BROWN:. Yos, otherwise you 
@uld inercase your liquidity by merely borrowing 
from Central? 

MR GRAHAM: Yes, as long’as you have 
cher rights to borrow. Of course, that can be 
done’ elsewhere 25° long as you haveithe rights 
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item on charge, one can borrow any time to 
establish your liquidity reserves providing the 
item is not charged. Even in Central you will 
find if you give bonds as security for the loan, 
those bonds are not allowed to be considered in 
your portfolio. 

COMMISSIONER BROWN: I don't think you 
have quite got my meaning,’ but in these times 
when your liquidity ratio might be getting low, 
instead of just cutting down on loans could you 
not under the present setup merely borrow from 
Central? 

MR. GRAHAM: You can borrow from Central. 

MR. McMASTER: As long as funds are 
available from that source. 

MR. GRAHAM: And as long as you have 
borrowing rights. 

MR. MeMASTER: Perhaps it could be 
illustrated in this way: Supposing you had your 
liquidity reserve in a chartered bank, you would 
still be free to go and borrow either from the bank 
or from some other source. I am not talking 
about credit unions, but generally speaking 
with an institution -- on the security, for 
instance, on accounts receivable, that you would 
still have your liquidity, however, if you needed 
the money to pay out on withdrawals, and you 
immedintely draw on the bank. So, to net it 
would not be -- except in a period where you 
could not get any other borrowing. 

COMMISSIONER BROWN: But credit unions 
do have lines of credit with the chartered banks, 
do they not -- the individual unions? 


MR. GRAHAM: Primarily through Central. 
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COMMISSIONER BROWN: Mainly Central? 

MR. GRAHAM: Mainly Central. 

COMMISSIONER BROWN: So there would be 
considerable liquidity in that way? 

MR. GRAHAM: That is,right.. 

COMMISSTONER BROWN: In addition to your 
other forms of liquid assets? 

MR. GRAHAM: That is right. 

COMMISSIONER BROWN: The point I am trying 
to get clear is that this liquidity ratio does 
not automatically stop you from further lending? 

MR. GRAHAM: May I suggest, Mr. Brown, 
that in my opinion part of your liquidity is your 
right and your ability to borrow at any time. 
L suggest. -it-has..a-formin,the,liquidity itself. 
In other words, if;you are so,ample.you.are able 
to borrow a large amount of money, it seems to me 
that .is part..of yourcliquidity as,leng as, jou 
have that ability to borrow,and it is. not foreign 
to think you may go and charge and provide yourself 
with,liquid assets in.ord@ to,.take care, of .any 
withdrawals. 

COMMISSIONER MacKEEN: Would you describe 
it as reserve liquidity? 

MR. GRAHAM: Well, it.is reserve liquidity. 
When you get down to liquidity I think you have 
to take the pattern of repayment of loans in, 
and your borrowing rights in,,,.and.all of these 
things which will provide us with funds to take 
care of calls for cash. 

COMMISSIONER MacKEEN: It is not actually 
liquidity until it is borrowed, 

MR. GRAHAM: Precisely. 


MR. MONRUFET: Mr. Chairman, I believe the 
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fact that is interesting here is when the 
government makes their inspection operation, that 
inspection is a calculation of the credit union's 
liquidity at that point in relation to requirements 
of the credit union legislation. This money must 
be, represented in their account which is. generally 


in the B.C. Central Credit Untion,-and I. do not 


oO 


elieve, the inspector concerns: himself as ‘to 
whether this has been borrowed to put in there 
or otherwise; but it must be there. 

COMMISSIONER LEMAN:- Perhaps we can talk 
with B.C. Central a little: more about that because 
you, seem to.admit your line of credit with B.C. 
Central is not necessarily firm. ~It depends 
on. that body's ability to provide it. 


MR, MONRUFET: Its owm liquidity, y 


® 
U 


COMMISSIONER LEMAN: .That refers me a 


ph 2o where at..the..end you say 


LitGgle to paragra 
you are not interested in making.a profit out; of 
the iuse, of other people's, money... Perhaps -that 
is where you are contrasted with the banks a bit. 
a that a matter of principle, or deo you feel 

it would engage you in an area of risk that you 
don't care to enter on? 

MR.s»-MONRUFET: This, Mr. Chairman, is 
a matter of the very basis and principle of the 
credit union operation, that this is the, members! 
funds used for the members' benefit, and only 
their funds, except to the extent to which the 
credit union may borrow from time, to time for 
the purpose of serving those members, and I 
think probably to be spelled out here, it..15 that 
any. earnings that may accrue from the lending 


of this membership is distributed back to them 
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in one-of three ways: Either it is a dividend 


on their shares, ; oe On the amount 
of Mica. UpaldpP orcin special sefvices “that might 


be given by the credit union to them in the 
form of insurance benefits, and, of course, 
as reserves egainst bad debts in the credit union. 
But, it is pretty much of a closed circuit, and 
this is what we mean about not making profit on 
these funds used for the wembers’: 

COMMISSIONER LEMAN: But would you be 
averse to making profits for your members with 
other people's money if you could find a safe 


way of doing it? 


RY MeMASTER:: Tthink phitosophically 
the credit unions have demonstrated they would 


be averse ‘wo Lt." In other words, Tirst of all 


rm rap 


there is a borrowing fund between credit unions 


which theyeregard-esbeing’ an extension of the 


ceeds te unmion principle, that borrowing beyond 
that point is only for the purpose of making 
a maximum use of their own funds, and they are 
averse to the idea of borrowing large sums’ of 
the people's money to bring into this pool. 
Itcis only a case of making the meximum'use’ of 
what they have. 
MR, MONRUFET: Without encroaching 

on B.C, Céntral's representation, I think it may 
be well to observe that these borrowings centre 
apound the fact that credit unions at certain 
times may have idle money, ana” in-certdin aréas 
and in cértain industries, and it was found 

esirable to pool those funds that may be idle, 


plus the necessary liquidity reserves of the 


erédit union, into @ central location in order 
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to keep members' money collectively working to 
maximum advantage through the credit unions 
within the province.they are operating, and I 
think this is the basis of in and beyond that 
the only outside money, if I may use that term, 
that is brought into this operation would be the 
borrowings of our B.C. Central Credit Union through 
their line of credit with the banks, Apart from 
that it is the credit union members! money kept 
operating among their own credit union operations. 

THE CHATRMAN: You do»not make a profit 
out of members of your own family? 

MR. GRAHAM: Right. 

THE CHAIRMAN: That is really what it 
comes to,cisnit i? 


MR. MONRUFET:, That is correct, sir, 


COMMISSIONER GIBSON: May I, ask a few 
questions about loans -- Lending practice:, What 
is the average size of the; consumer:;ioans you 
make? 
MR. MONRUFET: What type of loans, sir? 
COMMISSIONER GIBSON: Household loans, 
loans you spoke of as having a normal maturity 
ef nov more than two years, and thet sort of thing? 


MR. MONRUFET: I believe we have some 


statistical information on this. 

MR. GRAHAM: I think it is on page: 35 
of the Survey Report: The median and the mode 
of the loans are shown on page 35 -- the type 
of security taken in respect of those particular 
loans too. 

COMMISSIONER GIBSON: The average loan 


is a good deal under $1,000? 
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MR. -MONRUFET:;);Oh yes, .oIpvould.say that 

is .quibe trues. 
COMMTSS TONER .GIBSON:.« This -iuaciudes.all 

loans, .your real estate loans, being..somewhat larger? 
MR. .-MONRUFET: ..Yes. 
COMMISSIONER GIBSON: Do you make any 


what you would call large leans? 


be ce Tho 
MR. »-MONRUEET:,..Seme.eredit unions do. 
U lool ONER GIBSON:..What.would vyou 


mean by.aikLarge loan? 
MR. -MONRUFET:. An.example.of.a.large, loan 
would-be $10,000, .$15,000,, $20,000 .for:.the-building 


and developing of.a fishing.co-oeperatives fer 


GOlMHES3 TQOWER,GLBAON: y»Taiacwoukd not 
Made. 6O-the :co-operative? 

MR, GRAHAM: . No, to the individual. 
. -MONRUTET: We .do not-have.a great 
many-leans which; would.fall.into that)size. 
Only -arsubstoass ockedLt unsentewouldghave the 
funds «to-make apioan of that.size, 


COMMISSIONER GIBSON: Do you find there 


ot 


is growing pressure on you to make loans that. might 
be described as of a business character, whether 
to co-operatives or otherwise? 

MR. MONRUFET: Speaking personally, I 
have not noticed anything I would term as a growing 
pressure. I.don't believe there has. been much 
change in our pattern. 

COMMISSIONER.GIBSON: .Let us say.ar 
increasing tendency to get applications. of.this 
Kind. 

MR, GRAHAM: I think the whole encouragement 


is to avoid business loans... It,is.pointed,out.in the 
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Survey Report, and I think in the brief that 
has been presented to you, that our history 
in connection with these loans has not been a 
happy experience, and as such generally credit 
unions will encourage and try and keep within 
the orbit intended for them. 

COMMISSIONER GIBSON: When you say 
"not a very happy experience". ..? 

MR, GRAHAM: There have been small 
business loans. I find it with a checking service 
where a person will come in and open a checking 
account, and the next thing you know this person 
has intended it as a business acoount and they 
come to you for accommodation. That type of 
thing is to be discouraged. In fact, the 
recommendation we make is not to have at any time 
a business account -- even if they don't indicate 
their purpose, that we should discourage having it 
in as such and they should go to the banks because 
ultimately these accounts seem to need accommodation 
and, as such, the banks are the place. 

COMMISSIONER GIBSON: So when your:members 
go somewhat beyond their individual requirements 
there tends to be some restraining of them? 

MR. GRAHAM: You do restrain them. You 
eet the exception in the fishermen, and perhaps 
inssome farmine communities. It is a very difficult 

hing to consider the livelihood of a wage earner 
and the livelihood of a farmer. 

MR, McMASTER: With the exception of a 
fisherman, which is dealt with specifically in 
the brief, and which is a different problem, very 
few of the credit unions would lend money directly 


to co-operatives. The Central uses its services 
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in this way, but very few of the credit unions 
would do it direct. 

COMMISSIONER GIBSON: When you find that 
the credit union facilities are pretty thoroughly 
utilized, which ones does it give preference to? 

MR, MONRUFET: The accepted policy is 
that preference’ is given to ‘the small’ loans» to 
accommodate aS many members as possible. 

COMMISSIONER GIBSON: The small personal 
loans? 

MR, MONRUFET: Yes. 

COMMISSTONER GIBSON:- What’ is your most 
eommon type’ of security? ‘Dot you take ehattel 
mertecaces, etc.,? -Is that thé frequent type? 

MR, MONRUSET: “There are a number of 
aifferent types of security, of ceurses put’ the 
Survey Report’ covers’ thi8 in° Sometdetail at page 31 

MR. BATES: It; shows’ the mediehn and mode 
of the loans and indicates activity as far, as 
the security is concerned. 

MR\° MeMASTER:*° Page?’ 34,°table. 10,° the 
Nature’ of’ the’ security is’ Bet out." The’ tendency 
in the smaller credit unions’ is* to take signature 
in guarantees, and as the credit unions get larger 
you will find the tendency is to take other types 
or “Sturity against cither real estate or life 
insurance etc, 


COMMISSIONER BROWN: You take chattel 


MR, McMASTER: Oh, yes ~~ with Some 
caution. 

COMMISSIONER MACKINTOSH: What is your 
practice with regard to interest rate on loans? 


Does this vary according to the type of loan? 
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MR. MONRUFET: In some cases this will 
vary according to the type of loan. However, 
it is generally accepted policy through the 
movement of one per cent per month on the unpaid 
balance to be charged with respect to loans from 
the credit union. It is interesting to observe, 
of course, that even though we encourage operating 
at the maximum, which is a two-year effective 
rate of 12 per cent, as you will recognize, 
any surplus earnings that may be made from this 
reflect back on adjustment of interest through 
the form of patronage dividends at the end of the 
year or other direct services to the membership. 
When a member 1s borrowing against his shares 
in -the credit union we will Pimd in many ‘cases 
where a credit union will give'a preferred rate 
here, the reason being to encourage the member 
to maintain his savings, which is one of our 
primary objectives -- to encourage thrift, and 
this is: done. In certain types of loans alse some 
credit unions will give a preferred rate for a 
real estate loan. One that is given which would 
be a little larger loan would be given on the basis 
of & mortgage against property very adequately 
secured, and which would be of particular benefit 
to him. 

COMMISSIONER BROWN: How much better would 
be the rates? 

MR. GRAHAM: There is a disclosure on 
page 13 of the Survey Report -- page 13 of the 
Financial Section. 

MR. MONRUFET: I believe that page will 
answer the question fairly accurately. 


COMMISSIONER HARROLD: You say that there 
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is a refund made in the form of patronage 
dividend on the interest rate on the loan. How 
do you decide who gets this patronage refund -- 
the member making the loan or the member who by 
way of share dividend was supplying the money 
to make the loan? 

MR. MONRUFET: ‘his is a matter of 
recommendation by the Board of Directors after 
taking into consideration the financial operations 
of the credit union for the year and after saving 
their statutory reserves under the Act and then 
examining the suprlus which they have left. 

They will then recommend to the membership the 
distribution ofthat surplus. Now, it has been 
their practice, as already previously pointed out, 
that they try to keep their dividends at a reason- 
able level. There has not been a tendency to 
necessarily build these up as high as possible 
because we realize that one of the major credit 
union hopes is to give small percentage loans 

at the most reasonable rate to the people who are 
members of this organization so that the average 
dividend has ranged between 24 to 34 per cent 

and it is then reflected in a surplus in most 
cases that will be in the form TT patronage 
refund which, on the average, is between 15 to 

20 per cent and this is their practice and there 
is nothing to prevent a different apportionment 
of the surplus but this has been our spirit 

and purpose. 

MR, McMASTER: Their statutory limit 
is now a total of 6 per cent but in practice the 
credit unions have not gone to that percentage. 


COMMISSDNER MACKINTOSH: Those figures 
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you gave have been fairly standard over a period 
of years, have they? 

MR. MONRUFET: Yes sir. 

COMMISSIONER MACKINTOSH: No particular 
trend on them? i . 

MR. MONRUFET: The dividend percentage 
over the past probably se er elght years has 
had a tendency to go up slightly because as 
we are aware there are various types of very 
attractive investments that could attract our 
members' money and the tendency is to keep the 
dividends up at least to where they are reasonably 
attractive to the member to make his savings there. 
But we might also mention that in practically all 
eredit unions in the province too while a member 
may receive, say, a 336.dividend he is also 
provided by the credit union with insurance on his 
life savings in an amount going up to $3,000 
below the age of 55 and beyond that on a sliding 
scale. 

COMMISSIONER MACKINTOSH: There is no 
separate fee for that? 

MR. MONRUFET: No, this is paid out of 
the surplus of the credit union and this. represents 
to him an added advantage in his savings in the 
eredit unin which micht be approximately 3/4 of 
1 per cent. 

THE CHAIRMAN: This is ant imeunenge on 
the monies that he deposits? 

MR. MONRUFET: No, there are two types. 
Life savingscinsurance is an insurance on his 
savings and mainly this is carried on the share 
savings of the members. In the event of death, 


for example, a man at the age of 48 years who has 
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$1,500 in his credit union is. insurable...The 
requirement.is that he is able to carry on 
the usual dutics of his livelihood. . He dies, 
The insurance will match his share equity;. in 
other words, he has $1,500.in:savings and the 
beneficiary will receive $3,000, 

On the other side we have the loan 
reduction insurance which is provided,on the. same 
basis out of earnings inthe credit union and 
here .loans, will be insured..up to .@ maximum,of 


5 A is. insurance PeVveE S EQ, 45t age 
1 GOO Hi 1sUrAaAne revails, u o the 


of 7O. After that it is automatically discontinued 


and here again the provisions..are. that, the member 
mst be able to carry on, the, usual, duties. of 


his livelihood. Should he die at. any age prior 


to age 70 any amount up to $10,000 will be liquidated 


by the loan reduction: insurance and therefore his 


estate. or beneficiaries;:;widirnot have, to. pay) this 


THE CHAIRMAN: Is, the .insurance,for.a 

specific sum,or does.it,only.cover: the balance 

that might be owing at .the time of his death? 
MR. MONRUFET:. It cevers;the balance’ that 

might be owing at any specific time; in other 


ra) 


words, a man might start off with a,$5,000 loan 


and have it.paid down te $3,50Q.e<it wouldcke 
the balance thet the insurance would pay, off, yes. 


COMMISSIONER MACKINTOSH: ..I am sure this 
is covered somewhere in the submission but what 
is the position of the credit union in respect of 
taxation? 

MR, MONRUIFET: This. question, Mr. Chairma 
it 18 intended that. anything touching this area 


would be covered in our. natinal briefs, on behalf 
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1 of the movement. I would point out to the 
2 Commission because I know you will be concerned 
3 that should there be any differences of opinion in 
4 ths respect between , say, the Credit Union 
: League or this type of thing this will be particularly 
brought out at the Ait ioWel level in their represent- 
P ations. 
7 MR. McMASTER: I think I ought to say 
8 that there was a Royal Commission, as you may 
9 recall, in 1945 on the question of taxation of 
10 co-operatives which included credit unions. The 
1 results of that Commission with regard to credit 
o unions was that the Commission felt that the 
general values which the credit unions were 
a contributing to the community in enccuraging 
is savings and providing loans at reasonable rates 
15 to people who otherwise might not get services 
16 ef this type of thing justified a public policy 
{7 of exempting and continuing to exempt credit unions 
18 from taxation and that finding of the Commission 
19 plus the development since then will be reviewed 
in the national submissions. 
. MR. MONRUFET: I think too, Mr. Chairman, 
sg that it should be noted that any returns which 
22 an individual member may get from participating 
23 in his credit union are, of course, subject to 
24 individual income taxation so that the members 
25 of the main organization making earnings on their 
2% savings therein have to declare this for the purposes 
of income tax. 
F COMMISSIONER MACKINTOSH: I was just 
asking that my memory be refreshed on the facts 
” of this. I was not arguing about taxation. I 
30 do object, however, to the suggestion that credit 
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unions render a public service and members of the 
Commission do not. 

MR. MONRUFET: I am quite sure, Mr. Chairman, 
that this Commission is rendering an extremely 
valuable public service. | 

THE CHAIRMAN: Weld: you wait and see. 

COMMISSIONER LEMAN:  .Q.E.D 

THE CHAIRMAN: If those are all the 
questions we will adjourn until 2: @'cleck. 

MR. MONRUFET: Mr. Chairman, in 
withdrawing may I thank the Commission for their 
attention in hearing our brief and also their 
consideration in asking aa vere objective questions. 

THE CHAIRMAN: I am sure the Commission 
is very pleased with your presentation and the 
way that the questions have been answered and 
I am sure that we have a mech better understanding 
of your problems than we had before. 

MR, MONRUFET: Thank you, sir. 


THE CHAIRMAN: Adjourned until 2 o'clock. 


--- Luncheon adjournment. 
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--- On resuming at. 2.15 P.M. 


THE CHAIRMAN: We will call the meeting 
to order. The British Columbia Central Credit 


Union: Mr. McMaster? 


SUBMISSION OF B.C. CENTRAL CREDIT 


UNION 


Appearances 
Mr. John lucas . - President 


Mr. R. J. McMaster - Counsel 
Mr. J. R. Robinson - Manager 


Mr. Frederick Graham - Auditor and 
Financial Advisor 


MR. McMASTER: I am appearing as counsel, 
Mr. Chairman, for B.C. CentrallCredit Uniton, 
appearing on behalf of that organization with 
respect to its brief. I do not think I need to 
repeat what I said at the opening of the brief 
of the Credit Union League this morning, Mr. 
Chairman, about these retters as they affect matters 
of financial policy and monetary policy and the 
recommendations which ultimately might be made, 
which are matters presently under consideration 
and study by the National Association and by the 
Canadian Co-operative Credit Society. I think 
the great essential skirts a little closer to 


some statements with regard to that, but we would 
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like to reserve the considered opinion on it 
for the national hearings. 

Once again I am indebted to Mr. Brown 
who did his homework on this brief, and I draw 
your attention to an error which appears in 
Schedule 14. It is a typographical error in 
regard to the graphs, and unfortunately the keys 
got mixed, and this gives a converse picture, 
However, I think it is fairly obvious. It is 
Schedule 14 -- the graph: The two keys showing 
the parallel lines and the oblique lines are in 
the opposite order to what they ought to be. 

I have been asked on behalf of B.C. 
Central to present the summary of their brief. 

I have associated with me, Mr. Chairman, Mr. 

John Lucas, the President of the B.C. Central 
Credit Union; Mr. J.R. Robinson, Manager and 

Mr. Frederick Graham Auditor and Financial Advisor. 


I will read the brief, and Mr. Robinson will try 


to answer the questions of the Commission, and 
he may seek the assistance of his colleagues if 
he finds it would be useful to do so, and if it 


4. 


pleases the Commission. 


--- Mr. McMaster reads the summary of the brief 


--- The following remarks were made by Mr. McMaster 


during the reading of the summary: 


MR; McMASTER: You may notice in paragraph 
h 4t° says "326 credit unions", and IT think th® brief 


this morning eaid B27 « The’ reason is° that 
Central didn't count itself as a credit union but 


as a central credit union, whereas the League 
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MR. McMASTER: Both im this brief 
and in the League brief, and referring to ‘the 
staff including a chartered accountant, that is 
not Mr. Graham who is an outside auditor. ° It 


is, an actual cmployee who has that qualification. 


COMMISSIONER GIBSON: Reading your very 
interesting brief, one thing that struck me was 
the fact that you chose to put yourselves under 
the Federal Act -- the Canadian Co-operative 


Credit Societies Act: Would you care to say a little 


; 


30? 


2 


more about that -- your reasons for doing 


) 


MR. McMASTER: Yes: There were two 
reasons, actually, I would think. One reason was 
that the Central Credit Unions, particularly in those 
provinces where they are larger than in some others, 
felt there was a need for a national central credit 
union extending the principle of credit union toan 


4 


interprovincial situation where there might be 

an interchange of surpluses between Centrals, 

and they desired, therefore, incorporation in the 
Canadian Society by act of the parliament of 
Canada. The other reason was that in the course 
of the investigation of that matter there were 
some questions raised, actually I think in the 
minds of credit union people rather than by the 
government, as to whether in view of some of 

the practices of Centrals there might be a 


Suggestion that some encroachment into the areas 
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of jurisdiction that comeewithin the jurisdiction 
of the parliament of Canada, and the effect of 
the Act is that by registration under the Dominion 
Act the Central is deemed to be incorporated under 
the Dominion Act, and thereby if it were required 
to sanction by the jurisdiction of the parliament 
of Canada the type of operation which it carries 
on within its legislative power. 

MR. ROBINSON: I would point out, Mr. 
Chairman, the principal reason was the idea of 
the organization of a national body through which 
would be pooled the funds of credit unions across 
Canada. That was the principal basis. 

COMMISSIONER GIBSON: One of the topics 
that came up this morning in discussing the brief 
of the B.C. League was the question of supervision, 
and it was’ suggested that we might wait ountil 
this afternoon to question Central on the mtter 
of where Central fitted into this matter of 
supervision. I think we realize that Central 
does not have any supervisory power in a direct 
way, but simply makes loans to the credit unions 
and presumably puts a certain amount of emphasis 
on standards and modes of procedure. 

MR, ROBINSON: In making loans to 
credit unions -- we require now a fairly detailed 
report from the credit unions annually when tbey 
make the application for the loan and in this 
we are seeking tofind out the size of individual 
share balance, size of individual loans and we 
would give guidance on matters if we found loans 
too heavy to one person, the great preponderance 
of shareholdings by one or two members. As you 


appreciate our relationship is strictly voluntary 
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and therefore it has to be by persuasive methods 
that we give guidance on these matters. 
COMMISSIONER GIBSON: Well, if you are 
lending money, of course, your powers of persuasion 
are somewhat increased. 
MR. ROBINSON: The schedule to which 
I refer is the very last one, Schedule 31, 
where we will get information on the size of the 
credit union itself, whether it is borrowing money 
elsewhere or from any other source, the size 
of the credit union bond that we will be relating 
it to assuming the proper borrowing to the size 
of the credit union and then we are interested 
in the question of whether they are maintaining 
their liquidity reserve and will do everything 
we can to ensure and our local requirement requiring 
that they have their liquidity reserve on hand 
and making sure they have it here. In fact we 
put it there. We take a glance at the measure 
of their delinquency to the size of shareholdings. 
COMMISSIONER GIBSON: What do you do 
when you are not happy with what you find and 
want to have it improved? 
MR. ROBINSON: Well, we make suggestions -- 
COMMISSIONER GIBSON: Would you reduce 
the loan? 
MR. ROBINSON: We will make suggestions, 
write to them, call on them. If we would find 
a condition that we deem unfavourable, a rather 
poor condition, we would discuss the matter first 
of all having discussed it with their own board 
and their own manager and getting no satisfaction 
there we would then go to the inspection department 


and suggest to the inspector that he take a look 
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at this particular credit union. We would do 
the same with the League. We make Boee of keeping 
up to date annually from our members by asking 
from them a quarterly report on some of this 
very information I have mentioned. It is in 
the same part of page 31, but Schedule 2 instead 
of Schedule 3. 

COMMISSIONER GIBSON: Another matter 
was discussed this morning and the suggestion 
was it should be postponed until the meeting 
with Central and that was the question of the 
responsiveness of the credit unions, primarily 
Central and through Central the credit unions 
to changes in credit conditions. A certain 
amount of reference is made to this in the brief. 
I wonder if you can tell us' more about it. Is 
borrowing actually restricted to the credit untons 
when money is tight, is something done to indicate 
to the credit unions that there is more money 
available when money is not so tight -- can you 
elaborate on this a bit? 

MR, ROBINSON: We do not -- for instance, 
if money is easy we do not encourage credit unions 
to borrow from us. 

COMMISSIONER GIBSON: You do not reduce 
your rate of interest on loans to them? 

MR. ROBINSON: No, we would not go out 
and encourage a credit union to borrow money. We 
look upon the matter of a credit union borrowing 
money as a service they make available seasonally 
for their members. We would recommend to the 
credit unions that they ordinarily should keep 
their ability to borrow available for that 


geasonal demand and I think our balance sheet 
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and the record here shows that there is this 
seasonal demand every spring and summer. We 
would ordinarily recommend "Do. not borrow too 
heavily. Keep your borrowings down until the 
seasonal demand and then you will be able to 
get by so you can meet your members! needs 
during this period," 

COMMISSIONER GIBSON: When money was 
tight in the periods that have been mentioned, 
were the actual lending activities and borrowing 
activities of the credit unions reduced? I gathered 
from the statistics I have seen that they were 
about the same. 

MR. ROBINSON: We have a schedule in 
here that indicates the actual level of loans, 
the level of Central, .I think it is Schedule 14, 
and looking at the section on page 2: of \that 
dealing with the years 1959 and 1960 and that 
sort of thing. In my recollection of the 
early part of 1959 there was no particular 
month -- early in 1959 there was no indication 
of any shortage of money. Things were running along. 
In fact we had rather a surplus in the erly part 
of the year. Then, early in the spring, as we 
always do, we had arranged quite a substantial 
line of credit, having this available as the 
summer came upon us. As you will note, the 
list went up from $5 million 4, $5 million 9, 
$6,700,000 -- this is in July -- at August 
#8, 300,000. It was in August we were advised, 
a sudden phone call came and at this time we 
had used a great part of our credit, we were 
advised by the bank with whom we had the credit 


that there would not be further credit available 


i : “orvete®, 


fae ka sckguienied 


; oske = ~ . betes 


sted bicost old p bas 


aidd at ovedd Jedd ew 
oW .commye bas antiqe yteve beswab Sanousen | 


cet wortod dom. oG". -bremmoset yltrentbre bivew 


. oft Citeu. awobh sgniweried 2vey qosA lived 
ot efds ed Ifiw voy aedé Bas Drismeb Lononses 


abeon ‘sugdmem Ivoy Tsem MBO Vey Of yd ae 


"petted atdd, aateub 
esw yesnem cedW :YOedin AAWOT e2elMMod 
ebenotituem need eved jadd sbotueq edd mt ddghd 

gntwortted bas esidivites gatprel L[audos eld etow 


beteddsg I tbeopbet aneinu dibeto aid to seldivisos 


A etew vend tedt. neea oved LT soideldade odd mext 
| .omasn ods tueds 

at efubedon 5s aver oW :MOCUIGOH .AM : 1 

eanmeo£ ‘te fever fsudos ort asdsobbat dedsd ered = 

if olnbedod ef tr aatdd I Lstdead to Level ont 
jedd to S essq no cottose ond da gatalool Das 

Serd bas OOCL bas Ccel atsey eld ddiw aritiseb 

arid to mottsetlLooer va al .gntedd te cies 

qtsivotiasq on ssw eredd, Ceel To Jisg yitse 
sotisotbat om eaw etondd CGCL at ylase -- dAdaoni 

»gnols an trinus otiew Bpotnt . .yorom Io sgsivens yas ‘to 
dusg Ulameods ot anfawe s tentss bad ew gost ni 
ow as .potage od at yluse .nedT .«1s9ey, edd ‘to 
istinstedue s ettup bewrisits Ded ow .cb ayswis 
ods as efdslisvs sites arived: ~Jibets te entl 


efit yoten [{fw voy eA -.eh Geqvy ems ToeMmMmuE Ne 
lasses 
i 


© notifin a) $f setLitm @¢mext qu saew. deatl ps 
gepguA is --.ylel ab at wird -- 000,007, 08 a 
—beatvybs otew ew geyguA mi ssw JL .000,00¢ .8e | 
we sald otds 32s bas omsy Lig enerlg sebbue & | 
Stow OW Jibowo THe. to. a 5 dDoew bed 
yd beaivbs 


Nethercut & Young - 22] - 
Teronte, Ontarie 

except it was pointed out to us that if we had 
already made certain commitments obviosly we could 
not be cut right off. You could not be cut off 
like that. We did have commitments. We had 
one particular commitment which had been made 
some months earlier, no knowledge of a tight 
money situation, it would have to be met and that 
was met starting in September. It amounted to 
by the end of the year $400,000 and by the end 
of the year we had advanced some $200,000 of that. 
This, of course, came in September. 

So that the first indication -- there 
were two indications going on. First of all, the 
credit unions themselves were finding their own 
pool of money short. This is very common in 
eredit unions that they use their own money 
and not having enough of their own money then they 
wonder if Central has enough money, is their pool 
big enough? My thinking was that if we did not 
have enough they would have to restrict themselves 
30 when we asked very suddenly to restrain their 
lending they responded and very quickly did it. 
The demands upon them -- and they did have many 
demands -- were not met for a period. We did have 
one or two credit unions like the Fishermen's 
Co-operative which is dealt with in another way 
here, a mid-winter seasonal need coming upon us 
at this time. This does not show -- 

COMMISSIONER LEMAN: It shows on 27. 

MR. ROBINSON: This need, after all, 
was an inventory need and was one that we had 
committed ourselves for. So that at this period 
of the year we had the two things happening; 


we had the credit unions reducing their loans 
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and we had the loans to these co-operative rising 
at the end of the year as it would normally do 
for seasonal purposes. You will note in the 
schedule on page 27 that loans to credit unions fell 
by some $700,000. 

COMMISSIONER GIBSON: This is the only 
occasion where you have actually taken a deliberate 
restraining: policy, sis it? 

MR. ROBINSON: It: is: the only case where 
we took a deliberately restraining policy. We 
get in our annual report to members when -- 

COMMISSIONER GIBSON: 1957, was it? 

MR. ROBINSON: 1956 is noted. I will 
have to check again but we noted that there had 
been some reports that money was rather tight 
and that they should be careful in their lending 
policy and not extend themselves out to other fields. 
We are all conscious of the fact that if you cannot 
get a loan in one place you will go seeking in 
another. We encourage our members not to seek 
too much of that business and to deal first with 
its members. I think that reference is in 
Schedule 30 on page 2: 

"As anexample, the Directors' 

Report presented in dune, 1956, encouraged 

eredit unions to maintain a conservative 

loan policy and a sound liquid reserve 

and to resist the increased pressure for 

loans arising out of the tight money 

position of the economy." 

COMMISSIONER BROWN: This is what Schedule? 

MR. ROBINSON: Schedule 30, page 2. 


I just read a few words there. Those are the 


two particular occasions. 
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COMMISSIONER GIBSON: What did you 
say when these occasions were over, did you say 
anything? 

MR. ROBINSON: In this one there was no 
great need of action, in that one I have just read. 
The 1959 condition we did advise our members on 
October 30 of 1959. We told them we had promised 
to keep them informed on the tight money situation. 
We noted that better than a month had passed 
since our letter, which was in August, and there 
had only been an extremely slight, improvmenet 
as far as Central was concerned certainly, not 
enough to allow for easing up. 

Some commitments were made by Central 
prior to any knowledge of our being placed in a 
tight money situation and what we meant by that 
was that our line of credit had been cut off and 
we were therefore having to seek these other means. 

COMMISSIONER GIBSON: Did you say at 
some later point that this period has passed and 
money is now normal or easter? 

MR. ROBINSON: Yes, on April 19, 1960: 

"Return to normal credit 
conditions. We are pleased to advise 
that we have just completed arrangements 
with our bankers for a continuing line 

of credit for 1960. It should mean 

that we will be able to meet your normal 

line of credit as we have been in the 

past." 

COMMISSIONER GIBSON: So that your indication 
of your credit policy to the credit unions had 
been done by letter by indicating how you regarded 


the credit situation. You have not done it by 
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1 changing the interest rate or any’ mechanical 
2 means? 
3 MR. ROBINSON: “No; any times there have been 
4 changes in interest rates they have been caused 
because of possible factors changing our interest 
: rates, 
6 ‘ 
THE CHAIRMAN: And the sensitivity of 
7 tight money conditions was: determined by’ your 
8 relationship with the banks? 
9 MR. ROBINSON: That is right. 
10 THE CHAIRMAN: It was pevanad the bank's 
1 credit was being reduced,’ So that forced you to 
io advise the unions of the situation but that was 
where the sensitivity began? 
- MR, ROBINSON: That is right. 
14 COMMISSIONER BROWN: This letter of June, 
15 1956 asking the unions to cut down on their loans -- 


MR. ROBINSON: This was in our Directors' 
Annual Report to our members. 

COMMISSIONER BROWN: Yes in 1957 at a 
time when the unions increased their loans at a 
faster rate than at any other time. This we had 
this morning at page 62 of the Schedule. This 
is the question we asked this morning and there 
was no reason for this. 

MR, ROBINSON: Let me see if I have my 
reference, 

COMMISSIONER BROWN: Page 62. 

MR, ROBINSON: I-wanted to look first 
at the reference, the one that I read in 1956. 

COMMISSIONER BROWN: It is June,1956 
according to Schedule 30 on page @. 

MR, ROBINSON: I am wondering if the 


reference in the note that I have there comes out 
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1 of a report that was made actually to our members 
2 in 1957 and I wanted to try and verify that. I 
3 believe that in -- I was trying to find my 
4 reference that I read from. 
MR. McMASTERA: While Mr. Robinson is 

‘ looking for that, Mr, Chairman, if we look at 
: Schedule 14 of the brief you can see the reflection 
; of loans to members which in 1957 rose from 
8 $3 million to just short of $6 million. On the 
9 other side you will observe deposits less the 
10 20 per cent reserve show a corresponding rise 
1 in that period and during part of the period, 

the end of 1956 and early 1957, the Central 
was in possession of a surplus pool of funds 
. and this thew fellewtng loans during 1957 was heavy 
14 in the middle months which is the normal seasonal 
15 demand but began late and ended off late at the 
16 end of the year. 
17 COMMISSIONER BROWN: It was a question 
18 of the responsiveness. 

MR. McMASTER: Yes, it does not indicate 

. that this is a limitation. There were apparently 
a very little limitation: by the bank on Central 
a during that period. There was not too much 
22 necessity during part of it to rely on the bank 
23 and during the period that it was on there does 
24 not seem to have been a limit placed by the ank 
25 on the borrowing power. The result is that 

with the increase in deposit money Central was 
* able to meet the requirements of its members so 
that it would not be reflected in those figures. 
- THE CHAIRMAN: Well, during that period 
29 the deposits were steadily increasing, shares 


30 were steadily iné¢reasing end the loans were tapering 
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MR: MeMASTER:. Weld,. the, loans< actually 
were, building, up, during the period of-19574 

COMMISSIONER BROWN: The loans built up 
at acomuch faster ratenin 1957. 

Mr. McMASTER:. Thateis accounted for 
particularly on the reliance of borrowing from 
the bank which is' indicated in the right-hand 
columm but presumably the funds were available 
from the bank during tnatoperi ot 

MR, ROBINSON: Going back to what you 
were asking3. the date: Il nave: is. correctiicaLt! was 


from a Directors' Report ito the members and it 


to the fact that: loans Amereaséd,en The; loans 
made by credit unions increased, very substantially 


but that increase! was/ in 295/f-which seemed), rather 


COMMISSIONER BROWN: Yes. What I was 


trying to get at was how, responsive, were these 


unions to your suggestions and it would) appear 
looking at Schedule 14 through June, 1956 that the 
loans to members in June, 1956 were $3 million 5 
and were still $3 million 5 at the end:iof the 
year and went down to $2 million 2 and then 

it) really took off. It is all) om thie questin 

of responsitivity. 

THE CHAIRMAN: Well, on the other hand, 
from May onward the deposits were increasing and 
the shares increased a little bit -- not too much. 

MR. McMASTER: Actually in 1956, Mr. 
Chairman, there seems to have been a response. 


There does not appear to have been a renewed 
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request to hold any loans in 1957 when they arose. 

MR. ROBINSON: During the 1956-57 period 
there was certainly no indication from the bank 
in either of those years that the line of credit 
which we had worked out was not going to be 
available to us so that there was none of that 
indicated to us. 

COMMISSIONER BROWN: It was just your 
own indication. 

COMMISSIONER BROWN: It was just your 
own indication? 

MR. ROBINSON: This was an indication 
we were trying to keep abreast of things and 
anticipate it. We were attempting in this way 
to guide them to watch these matters. 

COMMISSIONER BROWN: When did you 
get the information from the Bank? 

MR. ROBINSON: The only time we have 
ever had this indication was in August, 1959. 
We have never had an indication any other year 
of a line of credit being cut off by the bank. 

COMMISSIONER BROWN: In that period at 
the end of 1959 when you had this tighter money 
as far as the bank is concerned,’ and you had 
to cut down to your own credit unions, was there 
any complaint that you were cutting them down 
but increasing the loan to the co-operative? 

MR. ROBINSON: No, none at all. The 
members knew and were well informed, and have 
been over many years, the reason for the loan 
to the co-operative and the conditions under 
which it was made, and there were no complaints 
on that matter. Mr. Graham reminds me this is 


a requirement of the Co-operative Credit Associations 
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1 Act, that if we have a loan to any member and 
2 apply to that loan at that particular time a loan 
3 in excess of 10 per cent of the shares and deposits 
‘ in the Central Credit Union we must advise our 

members of that loan every three months -- the 
: size of the loan and amount of credit approved 
: and how much is out at that particular time. 
7 This loan was in excess and was within the terms 
8 of the Co-operative Credit Associations Act and 
9 we were doing what we were required to do. They 
10 knew and they had known for many years. You will 
rr find in our report why we had this loan. It is a 

seasonal loan; it is a loan in the winter season, 
“f and it has: been valuable. 
" COMMISSIONER BROWN: A seaonal loan in 
14 so far as it increases but it apparently does not 
15 get paid off at any time. 
16 MR. ROBINSON: Oh yes, some years it will 
17 be: paidooff. 
18 COMMISSIONER BROWN: Schedule 27 -- it 
a got down to 200,000. 

MR. GRAHAM: That is not the only 

20 

Co-operative loan. 
a MR. ROBINSON: No. He is talking about 
af the specific one. 
23 COMMISSIONER BROWN: In other words, 


this is almost a permanent loan. 
MR. ROBINSON: This loan shown here is 


a much larger loan in token that appears here. 


This loan is split on a 50-50 basis with the 
credit union, and we share this loan, or have 
until very recently,on a 50-50 basis. There 
will be periods of the year when we are not 


exactly 50-50, so you will have a little of that 
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1 showing here. But there’ will be times when we 
2 have a bigger piece than. the credit union. 

a e) aff an tie cine t I ares 4. 4 " i] ° 
3 So, can’ tx1give youvlt: exactly. You. take, 19601: 


It certainiy got down close:to zero;.‘and oni June 
30 it. was $200,000. Again, Ihaven't got: the 
detail of a month, For instance, this is the 


last day of a month. 


7 COMMISSIONER BROWN: ‘These are quarterly 
8 statements? 

9 MR. ROBINSON:» That iscsiit. I am sure 

10 in the last year,1961, that itiiwas: quite: low 


for a. period of two. months\of the year 
MR, GRAHAM: Youswill: appreciate it is 


large corporation and this is: their only 


ap) 


financing. Having regard: to the size of the 


organization and what is charged, it.iso very 


15 nominal im connection with that loan. 
16 COMMISSIONER LEMAN: In: answer ‘toa 
17 question from Mr.. Gibsom you said: you were not 


using interest: rates jas; your! form of dndication 


4 


of willingness to lend or astringency; that you 


were using persuasion: and indications, letters, 


20 
etec., and in an extreme situation a simple 
21 a . 4 eae 1 ik co alk QapaCran! dD (a) = d (b) 
refusa@io to loan; but in paragraph 27 (a) and 
22 your brief indicates that the matter of availability 
23 of funds at certain rates would be a factor, yet 
24 elsewhere in the brief you indicate that, in fact, 
5 thie ercd ites unions: keepiall? their suriplut reserves 
with the Central, and by the Bamel@okcn borrow 
26 
) 7ik Comntral 2 ole Atoeruer facr 
27 ; Pre oe 
1 ibs becaustci you have made Bure’ to) keep ompetitive 
either on the loan» or borrowing side with them 
29 in order to make sure: they don't go outside? 


30 MR, ROBINSON: We have kept our rates 
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competitive in general with other rates existing 
in the market. When we borrow money we have to 
pay the prime rate for money, and obviously we 
cannot let it go at less than that rate, and this 
will have an effect on it. When the prime rate 
goes up we have to increase our rate. On the other 
side, on the matter -- when we do increase our 
loan rate we will then very often increase and -- 
we now do -- gear the rate of interest which we 
pay on term deposits to the fluctuation in our 
loan ratewr Iff-there.is a drop.in the loan rate 


the interest. rate. on tenm depostts-drops sc. If the 


PELWC - Fare), ZOeS, UD, .We yinePease, our rate and 
interest on term,depositsy»goes.up. 

COMMISSIONER LEMAN: ‘Therefore, you have 
used interest rates as part of the indicator, 
haven't you? 

MR, ROBINSON: . Yes -- we haven't used 
it as.am indicator. ,l..would sayathis.has. been 
an indicator, or will have. had.an effect. on, the 


lending. 


credit unions, on their business of 
They: will, find rates higher. 
THE CHAIRMAN: It was not a policy 
generated by you? 
MR, ROBINSON: That is what I am saying. 
THE CHAIRMAN: It was a policy which was 
generated elsewhere and forced you to adjust your 
interest rates accordingly? 
MR. ROBINSON: That is right. 
COMMISSIONER LEMAN: In other words, 
the outside indicators pervaded into your field? 
MR, ROBINSON: Yes. 
THE CHAIRMAN: ‘To that extent. 


COMMISSIONER LEMAN: But actually, 
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1 is there practically a poliey on behalf of Central 
2 and the League etc. to try and keep the system 
3 as self-enclosed as possible except where the 


Central goes out, and to keep the mémber unions 
dealing “through the Central with the outside 
instead ofgoinge direct tothe outside? 

MR. ROBINSON: Yes, we try to keep 


them with us. 


8 COMMISSTONER LEMAN: Does that take 
9 some persuasion,’ ‘or not? 
10 MR. ROBINSON: Not very much, no; 
11 it takes very little persuasion. “Our ‘Yates’ have 
been competitive, and I think’ we -give you ‘a 
12 
schedule of the rates we have charged and have 
13 
paid for money, and in any comparison with ‘these 
14 ‘s of 4 * aa 1 id eS ns . 
rates. you will find we havekept reasonably close 
15 te these rates. We have looked upon this matter 
16 a bit in this respect; that~1t"ts° rather’ unt air 
17 to credit unions to have the’ credit’ unions’ that 
18 do not borrow penalized in earnings on their funds 
asi apainst the market in favour’ of the borrowing 
19 
creadaiteunions, or the other way’ round, and therefore 
20 
we have’ tended to keep close’ tovthe market for 
21 F 
hese reasons. 
22 MR. MeMASTER: Mr. Chairman, may I 
23 state? Pn: another way!” It appears “to’ me*the 


ching®which has tended to adhere’ the credit 


a 


unions the Central operation’ is*the advantage 

they see in having a common pool of funds ‘among 
credit unions providing they do operate at reasonably 
clése rates to what they might get if they went 

to other sources. This is the motivating thing 

which makes it necessary for Central to have 


these people if mind.’ They want it ereated for 
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the purpose of pooling funds amongst them. 

COMMISSIONER MACKINTOSH: ‘he main 
element of elasticity in the position of the 
Central is really a line of credit with the 
chartered banks? 

MR. ROBINSON: Line of credit with 
the chartered banks, and the fact our loans to our 
members, to the credit unions, come from short-term 
loans. 

COMMISSIONER MACKINTOSH: ‘heyare always 
being paid off? 

MR, ROBINSON: Yes, we do give you a 
schedule of the currency of the loans to credit 
unions, and that will show you a very great percentage 
of the loans repayable in one year or on demand 
earlier than one year. This is a very definite 
policy. 

COMMISSIONER MACKINTOSH: On the other 
hand, your investments are not particularly liquid? 

MR. ROBINSON: Well, again, the schedule 
of investments shows $1 million is repayable 
within one to five years, and we have a schedule 
of investments of some $400,000 of the investments -- 
well, I have the figures here. It is Schedule 
17. Loans, as you will note, one tofive years, 
$1,200,000, maturing one to five years. I have 
broken that down here. In 1962, $102,000, 1963, 
nearly $68,000; 1964 $230,000; 1965 $635,000; 
1966 $170,000. Of that $636,000 in 1965, a 
great part of that -- well, $400,000 of that 
are the B.C. Electric 5 per cent parity bonds 
which are a very negotiable bond. So, we have 
got again here in our investment portfolio a 


short -- we keep, generally speaking, 50 per cent 
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of our investment portfolio imoone tho fivevyears. 
So, we have both athigh degree of currency of 
our loans to credit unions, which: seems to make 
up most of them, and as you will note fromethe 
Schedule itoshows the amountcof the liquidity 
eof-Centrarye Therehishawé¢heduletforethatcss Noen2l. 
You 'will-find thereowewhave? maintainedns-wthis 
particular schedule is the measure lofnthe 
liquidity reserve requirements of the Co-operative 
Credit Associations Actvo The actual liquidity 
of Central itself’ isthe. actual position, and we 
show the actual funds and how much they were 
in excess-and any occasion whene they: werer shorts 
Schedule 21. 

COMMISSIONER BROWN: What heppens when 
they are short? 

MR, ROBINSON:>° Well,* werarei mot permitted 
to make any further loans until that: has been 
corrected. 

COMMISSIONER BROWN: How do you get 
shiort, then? 

MR, ROBINSON: We get short because we .don't 
know what cheques the credit unions have drawn 
on their accounts with Central. 

COMMISSIONER BROWN: In other words, 
it is withdrawals? 

MR, ROBINSON: Yes, and they have an 
established line of credit, where normally they 
cover this, but unfortunately on a particular day 
you don't know this, and you don't know as a rule 
until the day after what the bank will be charging 
to us. We don't know what they ae going to charge 
today until tomorrow. It is very difficult 


Sometimes just to keep up, and we endeavour always 
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1 to keep ahead. Schedule 15 shows the currency. 
2 That goes back over the last three years, you 
3 will notice. $700,000: All the credit union 
. loans in that $700,000 were repayable either 
in 1962 or on demand, and those on demand were 
, all on agreement which will terminate in any event 
H within 12 months from when the agreement was made. 
7 You will note also, as far as the loans, there 
8 is $1,800,000 of those repayable on demand. 
9 I grant you, you can demand and it may take you 
10 a year to get your money. 
_ COMMISSIONER LEMAN: I am sorry to jump 
from one brief to the other here, but your Counsel 
= nearly invited us to do that.: In the League brief 
i there was a reference in paragraph 81 to the 
14 effect that it seemed to be the policy of the 
15 group -- and perhaps they were speaking for you 
16 there instead of for themselves -- to try to 
17 use just the system's pool of funds and only 
18 go outside for seasonal peaks, in effect -- at 
least, that is the way I read the paragraph: Yet, 
" when we go to your submission, Schedule 21 on page 35 
a I get the impression that although there has been 
21 


much fluctuation in the amount borrowed by the 


22 Central fund banks, it does not to me indicate 


23 absolutely a seasonal peak. It seems to be fairly 


24 regularly the amount borrowed at the end of quarters 
95 right through, except for a few exceptions. 
MR. ROBINSON: Well, I would suggest -- 
| yes, but there will be an additional factor 
a creating some of these borrowings. One will be 
a that we have greater investments in bonds than we 
29 require for our liquidity reserve. There will 


30 be occasions when we will borrow rather than sell 
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the. bond. “This will heppen, and) this wih therefore 
on occasions show borrowings from the, bank when 
we did not really need them, except it was more 
profitable -- a better business transaction to 
borrow for a short period of time than to sell 
the, investment. I think, though, .that. clearly 
the graph here-..ocn.Schedule,.14 does show the very 
Seasonal nature of the funds of Central and oruly 
pictures the situation, in the credit. unions. 
Having jin. mind the correction of the two little 
squares up,above,, and. the,fact. the horizontal 
lines represent the periods when we were borrowing 
from outside,..and the. others representing. the 
periods. when we had surplus, funds... you, will note 
every year that the summer period is the period 
when we would clearly. be.in debt, and that period 
will extend somewhere between May and, October. 
L,could have gone back to a lot, of, earlier years 
and shown again exactly the same situation, . So, 


there is not quite the same comparison between 


what happens, because of. this other factor. 
COMMISSIONER LEMAN: Perhaps the wording 


of paragraph 81 that. I referred, to should b 


) 
Ct. 
SG 
wf 


a little bit. watered down? 

MR, McMASTER: I.think, Mr. Chairman, 
with regard to the wording of paragraph 81, what 
Mr, Robinson is now saying, is that if you look 


at Schedule 14 you will find there are actual 


1 


periods of .the year when, there is a seasonal 
peak of borrowing. On the other hand, there are 
seasons of the year when there is a surplus of 
funds. What is endeavoured to be done through 
the pool.to make the, maximum use of it 1s. to 


have that surplus at. work, often in loans to 
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co-operative organizations, which may have balancing 


peaks and seasonal demand, to try and keep it 
working. To keep it working at the maxmimum there 
must be some borrowing brought into it, but it 

is only for the purpose of keeping the credit 
union funds at maximum use that they go outside. 

COMMISSIONER LEMAN: Yes. The sentence 
I refer to starts with, "It is only when ...", 
but then the saving grace is "as a rule" a little 
further down. 

MR. McMASTER: Yes, I think that is the 
Saving grace. 

COMMISSIONER MACKINTOSH: Has the credit 
union Central sought credit outside of the chartered 
banks -- on the street? 

MR. ROBINSON: We have not sought credit 
on the street, but the street has sought us out. 
We haven't made any arrangements to date of 
any sort to go outside. One is tempted by the 
extra one per cent or so that exists as between 
outside and the prime bank rate. 

COMMISSIONER MACKINTOSH: I take it 
the assurance of a‘line of credit. heips. you fealst 
the temptation. 

MR. ROBINSON: Oh, yes. I have a little 
feeling that maybe we have a very positive demand 
period here, but we haven't sought it. We have 
been quite happy. 

COMMISSIONER GIBSON: I am looking at the 
statement -- earnings: There is a provision for 
dividend for 1961 of $65,000. How is that dividend 
allocated? Does it go to the people who put 
funds with Central in proportion to the funds -- 


do the borrowers get it? 
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MR. ROBINSON: No, this is a dividend 
on share capital. This is the share capital 
existing at the year end for the period of time 

from the time it was set up until the year ends. 

COMMISSIONER GIBSON: So there is no 
extra payment that would, in effect, reduce 
the interest rate that the borrowers are paying? 

MR. ROBINSON: There is no patronage 
refund; we haven't been paying a patronage refund. 
We have been placing it nearly always into reserves -- 
in building our reserve fund. 

COMMISSIONER LEMAN: Mr. Robinson, there 
is another area of intention in the brief here 
that puzzles me. I am not saying anything is 
wrong with the way it is expressed and this came 
up this morning whenwewere talking to the League. 
You make a point of claiming that the whole system 
has a stabilizing influence on the economy. I 
admit. the-word "stabilizing" is subject’ to 
aifferent interpretations. There are technical 
ways of using the word and other ways. Do you 
use it.in the sense that having savings it has 
a stabilizing influence or would you explain it? 
You can see what the Commissioners are probing for 
here, this matter of sensitivity to monetary policy. 
In that later technical sense is it consistent 
to say that this has a stabilizing influence 
when the credit unions themselves tell us that 
at times of adversity -- and we did not define 
adversity too well this morning -- that they would 
have to increase their reserves; in other words, 
they would have to be a little tougher about loans 
to members? You used the words at one point of 


your brief here that there is a relationship 
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of employment to your activities. In a sense, 
that could be de-stabilizing, couldn't it? It 
could work against the counter-cyclical efforts? 

MR, ROBINSON: My own personal feeling 
is that within credit unions in as. much as they 
are dealing with ordinary people the effects 
of employment are felt very strongly inthe 
credit unions and among the members. As an 
example, the credit uations that serve I.W.A. 

Union people in this province, as soon as a 

poor lumber market is likely conditions of unemploy- 
ment will tend to build up their reserves -- well, 
not build up their reserves but curtail their loans 
so that they will have a higher degree of liquidity 
and they will tend to do this because as an 
individual you are sensitive to what may happen 

and do not want to have any obligations. 

In that sense it would follow, it seems 
to me, that this conservative attitude will be 
there and some method will have to be found to 
get over it and it is not got over by saying: 

"Oh no, the loan will come". The same thing 
has applied in a strike situationwere a credit 
union is faced.with a strike. They will assist 
their members but you have almost got to be 

put on a mean's test to get any money for that 
strike period. They will preserve their funds. 
It is inherent with ordinary working people. 

COMMISSIONER BROWN: Yet this is the 
time when they really need the money available 
to make loans? 

MR. ROBINSON: They will make loans. 

They have to but not to buy an automobile but 


for real need of living, not for any luxuries. 
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You can use your car for another year or two 
more years if you have to and you do not have to 
have a refrigerator so they are careful with 
their loans’ for this reason. This tends to be 
the situation with many of the people, working 
people. 

COMMISSIONER LEMAN: Would it be fair to 
say then that you do not use the word "stability" 
here in the sense of counter-cyclical? 

MR. ROBINSON:: No, ‘I would bs wore Luclined 
to say they could ordinarily work with their own 
group of funds. They do not go out on a great 
big binge to get money to loan or go out on a 
big programme to try and make loans. 

THE CHAIRMAN: Is thore any information 
here as to the amouwordividends that are paid, 
what amount, say, for a year? 

MR. ROBINSON: By the credit unton itself? 

THE CHAIRMAN: Yes, those would be paid by 
the credit unions themselves of course? 

MR. ROBINSON: Yes. 

THE CHAIRMAN: It would not be by you? 

MR. ROBINSON: No. 

MR. GRAHAM; There may be something 
in the Survey. I think there is a section on the 
actual flow of funds. 

THE CHAIRMAN: I would rather like to look 
at that. If you can at a convenient time let me 
have the page. There is no hurry’ about that. 

MR, ROBINSON: No, but there is nothing 
in’ our brief at all. 

MR. McMASTER: At page 62 I think of the 
Schedule, Mr. Chairman. 

MR. GRAHAM: If it is ‘not ithere, ‘it ~As- ‘one 
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very close to that. 62 shows the increase in 
retained earnings but I do not think that quite 
does it. If you might go on I might perhaps come 
across that. 

MR. ROBINSON: I have been informed that 
last year the payments of dividends amounted to 
$2 million. 

THE CHAIRMAN: Last year? 

MR. ROBINSON: Yes, in 1961, 

THE CHAIRMAN: $2 million? 

MR. ROBINSON: $2 million, 

COMMISSIONER BROWN: There is one statistic 
that seems to be missing in all these tables, 

a consolidation of all the individual earnings 
or a consolidated basis of all the earnings of 
all the unions. 

MR, McMASTER:: Mr. Chairman, we will 
be filing an answer to the questionnaire which 
the Research Committee, the advisors to the 
Commission have sent out, a consolidated financial 
statement for several years for all the credit 
unions. 

COMMISSIONER BROWN: Will this be for 
the whole of Canada? 

MR. McMASTER: No, for British Columbia 
and then presumably we will have to do the job 
for the whole Canadian scene. 

COMMISSIONER BROWN: It will just be 
duplication if I ask for it again? 

MR. McMASTER: Yes, I think you can be 
sure that it will go in in that way. 

COMMISSIONER BROWN: On Schedule 27 
yhere you give the monthly borrowings by individual 


credit unions for 1960 it would appear from this 
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that there are several credit unions that have 
loans at all times. Is this correct? 

MR, ROBINSON: Yes, there will be some 
credit unions -- and I noted that in the brief too -- 
that there will be some credit unions that will 
be in debt a number of years. Some of these 
are in rather young growing communities and a stabilize 
economy area, I can think of one right now attached 
to. the West Kootenay area, a new community, relatively 
new. .The community is growing and there is need 
all the time for these people to have new homes, 
fix their homes and that sort of thing, and this 
eredit union is ‘meeting the needs of their own 
people. That is an example of the sort of thing. 

It will be related to the local needs of the people, 
that kind of thing. 

COMMISSIONER BROWN: Do you gear them 
to.a plan so that at some stage they get onto the 
pilus side? 

MR, ROBINSON: We try our persuasive 
arguments without curtailing them too much. We do 
encourage them to get out of debt part of the time. 

COMMISSIONER BROWN: So that it is on a 
seasonal basis? 

MR. ROBINSON: Our advice to them will be 
to reduce their borrowings at the more slack season. 
It is not always followed but our advice to them 
will be this. The very one I spoke of, I have on 
many occasions suggested that it would be much 
better from this credit union's standpoint to 
reduce the borrowings somewhat but they say: "But 
the need is so great among our people just to have 
homes". I can only surmise at this point that 


I would believe it is likely difficult to get mortgage 
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noney to vestablish homes and iteis our “people 
who are ‘in the main watching out for these basic 
needs like a home. 

THE CHAIRMAN: This is another question 
that applies to the credit junions rathér than 
to youl “suppose, but perhaps “PD can put it because 
[cam rather ‘interested in it at the moment. If 
any credit unions decide to hold back dividends 
for a time with a view to increasing their 
liquidity are they under any obligation? 

MR, ROBINSON: It would be holding back, 
not making the “loan: 

THE CHAIRMAN: If they paid it out in 
dividends the money is -gone. 

MR. MeMASTER: I would think with the 


pe 


rate fof return -on “deposits "and fthe ate ‘of dividends 
and having regard to the ‘amount of ‘the “average 
loan it would indicate that the dividend factor 
is not an incentive factor for people to be in 
credit unions.» On the other hand, if you withhold 
absolutely the dividend for an unreasonable period 
of time this would then, I understand, be reflected -- 
THE CHAIRMAN: I am just looking at it 
am°a possible source of further liquidity if you 
decided at any point that you needed it. There 
is’ somewhat of a cushion | there, in other words, 
is eehat Urignt ? 
MR; McMASTER: Yes, that would be right. 
Directors recommend the dividend to be paid and 
the annual meeting approves it but they cannot 
approve anything greater than the directors 
recommend. 
THE CHAIRMAN: But if the directors 


decided it would be prudent to hold back some of 
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that they could declare a dividend of any amount 
they liked? 

MR. McMASTER: That is right, or no 
dividend. 

MR, ROBINSON: May I ask -- liquidity, 
were you thinking of the need to pay out cash 
for the dividends? 

THE CHAIRMAN: It all depends what the 
Situation is at the moment. 

MR, ROBINSON: You see, the dividend on 
share capital in a credit union is usually credited 
directly to the members' share accounts. This 
is the general thing, so that there is not an 
outlay of cash as such, This would not affect 
the building of reserves, by reserves I mean 
Maranteeing. Since it is not paid out. in cash 
obviously it will have no effect on the liquidity 
reserves, the liquid funds of the credit union 
as against the guarantee reserve. 

COMMISSIONER LEMAN: Is there a tendency 
for these to be drawn out or left in? 

MR. ROBINSON: As a rule they are left in. 

THE CHAIRMAN: They are normally put back 
in? 

MR, ROBINSON: Well, what the Central 
credit union does, they pay them cash, but the 
credit union will pay it by credit to the members' 
share accounts and most members will leave it there. 

COMMISSIONER MACKINTOSH: How far are 
the local credit unions guided by Central or 
how far does Central take the responsbility for 
that? If Central does not pay them these dividends 


these individual bodies cannot make use of that 


money. 
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MR. ROBINSON: I guess our role would 
be advisory and encouraging because it is a voluntary 
system and voluntary membership. They seek our 
advice very frequently, asking what they should 
do, what is good policy at this time, what is 
the sound policy. They will do this both with 
the League and with Central, 

COMMISSIONER MACKINTOSH: Thank you. 

COMMISSIONER LEMAN: If we might talk 
for a minute about the checking privileges. 

The brief talks about the system and explains it 
quite clearly and then.it also explains the 
arrangements that have been made with:the banks for 
clearing....I.think.I can. detect a little touch, of 
complaint there but no definite recommendatims. 
Are. there recommendations or true complaints that 
the League or the Central would like to register? 

MR, ROBINSON: These will be dealt with 
in the national briefs. It is intended.that they 
will be, there dealt with. 

If there is any sort of complaint .appearing 
here I. guess it is a sort of general. feeling.one 
has and is maybe expressed. a little bit here and 
that is we pay both ways) when cheques are handled. 
We sort the banks! cheques and we.pay the bank to 
take them from us. They give us a great big wad 
of our orders, as we call them, and they give us 
ours in a great big gob and we have to, sort. our 
own out and we have to pay that way too. We feel 
we are doing double work so in this sense we 
have a feeling of it being a little heavy on our 
side having to pay. But the matter of clearing 
and the general matter of clearing in a broad 


sense will be discussed -- this was worked out 
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at the national level a few years ago and will 
be the subject of a brief at that time. 

COMMISSIONER LEMAN: But this is the 
area where you are getting close to one of the 
functions of the bank system? 

MR. ROBINSON: You see, the credit 
unions have their deposit accounts with Central. 
When they want to draw on their accounts they 
issue a cheque or an order upon the Central 
credit union and this token of making a deposit 
account available for immediate withdrawal is a 
technical service. The same credit union in its 
ordinary deals would naturally still do this if it 
wants to provide its service for its own members 
but these orders have to come through Central and 
we have the job of sorting and distributing these 
items and we have undertaken with the chartered banks 
to do this’ ‘on behalf of the credit unions. 

COMMISSIONER LEMAN: When you refer to 
what you call primary items and secondary items? 

MR, ROBINSON: The primary are the ones 
with the credit union and the secondary are the 
ones with the members out of their credit union. 

COMMISSIONER LEMAN: The difficulty is 
with the secondary item level, isn't it? 

MR. ROBINSON: Well, in our agreement 
with the bank, this is a distinction within our 
own organization, not an item -- I think the basic 
distinction is in the schedule of charges through 
our agreement with the bank. They do not distinguish 
them. They are both orders upon credit unions. 

MR. GRAHAM: Certainly, Mr. Chairman, it 
was indicated at the time we were negotiating 


with the banks that perhaps the only thing where 
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we were competing was in connection with savings, 
not the issuing of orders or where the savings 
were directed to shares but the very fact that 
we were directing savings to the credit union 
they were looked at rather jealously. 
They thought they might be something else. So I 
think at a very high level the issuing of an order 
except that it created a cash saving account of the 
credit union was not really competitive with the 
bank and we just naturally I think through the 
years associated checking with banking but I do 
not think necessarily that this is confined to that. 
However, as Mr. Robinson says, it may be treated 
with later. 

COMMISSIONER LEMAN: What is the relative 
volume of primary items as compared with secondary? 
I would think secondary would be much larger. 

MR. GRAHAM: In British Columbia again 
it is not a large area. You may have, thought of 
other parts of the country but in British Columbia 
it is. not a large item. 

MR. ROBINSON: I indicated there was 
66,000 or more such number of orders in British 
Columbia .in,a month... This,,is,.in, one..of, he 
Schedules here... ».I-will find it»for you. ..tIn.the 
month of December there were 66,000 orders. As a 


number of items it, is not. a big order... By fa 


the greater portion of this -- and 1 cannot give 
you figures at the moment -- will be the secondary 
ones. 


COMMISSIONER GIBSON: Have various 
types of savings bonds, federal and provincial, 


proved strong competition for saving credit union 


members? 
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MR. ROBINSON: Notconsciously within 
the movement. As you would appreciate, Canada 
Savings Bonds, for instance, are sold in so 
many plants on a definite campaign basis -- payroll 
deductions and that sort of thing -- and to that 
extent it is competitive to savings. But it has 


not been felt as a knowledgeable field. 
---- Short Recess. 


COMMISSTONER GIBSON: I have one question, 
Mr, Chairman: The National Central, which is 
incorporated under the Federal Act, is in your 
brief at page 13, and it is indicated that it is 
not very useful because of restrictions in the law. 
Would you mind elaborating on thatpoint? 

MR, ROBINSON: Again, this 1° VGLUG b 
one of the items that will be dealt with at the 
national level, in as much as Canadian Credit 
Societies will be providing a brief of its own 
in conjunction with the National Association of 
Canadian Credit Unions; that this matter will be 
referred to at that time, but --- 

COMMISSIONER GIBSON: But you have expressed 
an opinion on it, and it arouses interest. 

MR. ROBINSON: Yes. ‘There are restrictions 
within that organization as to the size of loans 
it can make to any one member, the size being 
that a loan cannot exceed’ 10 per cent of the shares 
and deposits unless it be secured by government 
bonds. s you will appreciate, in the financial 
statement of that organization it has $1, 100,000 
in paid up capital and not much in the way of 
deposits. So, the loan to any one member 


organization can be $110,000, and right away 
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that is a tremendous restriction within that 
organization. The Act, again, does not permit 
the Centrals to deposit any of their liquidity 
reserves, so that it cannot accept any of this 
kind of money from the provincial Centrals. These 
are two of the types of restriction. 

COMMISSIONER GIBSON: So, as it is 
presently set up it is more of a national forum 
than it is an operating Central union? 

MR, ROBINSON: It is not a true operating 
Central. It has been able to lend us money, as 
noted again from another schedule in the brief. 

It has lent us up to $700,000, but we have put 
up government bonds as security for those funds. 
These are in excess of 10 per cent, but the loan 
has been made on the basis of the market value 
of the bonds we have put up. So, the funds used 
for that loan have come from one of the other 
provincial Central's members of it. 

COMMISSIONER GIBSON; Is the form that 
the National Central has taken a reflection of the 
feelings of the various provincial Centrals, or 
has it simply taken that form because of the 
restrictions in the law? In other words, do you 
think more in terms of the provincial Central 
than in terms of the National Central? 

MR. ROBINSON: Do we? 

COMMISSIONER GIBSON: Yes -- in the 
credit union movement. 

MR. ROBINSON: I think the credit union 
movement wanted tosee here an effective instrument 
to be used by the credit unions, and therefore they 
do think towards, and would think towards having 


a national financial organization of this sort -- 
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1 a pool of funds nationally. The Act just was, 
2 after all, a creature of the government in the end. 
3 It provided other factors -- as Mr, McMaster 
4 mentioned, it was providing an umbrella, and it 
was in this context of providing an umbrella 

: that the restrictions got into that Act, and they 
% became very difficult. We made representations 
7 to have some of them removed, and they are being 
8 listened to, but that is as far as it has gone. 
9 MR. McMASTER: At the moment there is 
10 some indication there may be some interesting 
1 results of this Commission as to what consideration 
pee may be given to that, 

COMMISSIONER LEMAN: Is it at that level 
- that the concept of the common loaning association 
os has been a little hesitant? 
15 MR. MeMASTER: - I think, actually, the 
16 concept of common bond is one that relates to the 
17 eredit union level at the provincial leval, 


and centrally it has a concept really of a common 
philosophy or common way of going about doing things 
that cements Central together, and this could be 
true nationally. Having regard to the fact that 
you are starting off from local automous bodies 
and working up to a national level is what is true 
in many financial institutions where it has a 
national body to begin. The problems of transportation 
and communication in Canada are such that the building 
of such an instrument by the credit unions is a little 
more complicated on a national level than on a 
provincial level. 

COMMISSIONER LEMAN: I would like to ask 
Mr. Robinson another question. I note that there 


are quite a few managers of credit unions on the 
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board of the Central, 
MR, ROBINSON: (Yes, 
COMMISSTONER LEMAN: It is the’ large 
part»of the\ board, as .aimatter-of ifact, |. Does 
that have any bearing on the fact these credit 
unions do borrow from the central body?) Are their 


policies! related to the fact that thiscsttuation 


MR, ROBINSON: Not at all, The directors 
are chosen by the»membershipeat annualymeeting, 
and the selection of directors -- there is va 
nominating committee who will nominate certain 


V 


persons, Ubut the velection has ino bearing: whatsoever 
upon the size or business done ior anything of that 
here, owithrraspechite?Central, The fact, I think, 
many of them are managers of credit unions is 
that-their, full-time, occupation is within«the 


redit union movement, and the operation of the 


Central credit union is rather -- it is part of 
their livingiiand “part of bheirohifeiwithin ithem, 


I think maybe to the membership at large there 
is the feeling they are maybe more closely 
associated with ithe ?inancial soperation and; 
therefore, be picked for direetorship in Central -- 
from that -basis and not fromvany other, 
COMMISSIONER BROWN: This is a development 
along the lines sometimes used as a basis for 
criticism of boards of directors and management 
in financial and industrial operations -- namely, 
a professional management, 
MR, ROBINSON: Well, there is that same 
concern within the movement too, that they don't 


want to see the Central credit union get into 


the hands of certain credit unions. This is a 
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very keen concern and is being watched by the 
movement. The credit union movement in general 
at convention time are quite conscious of this 
and make their decision with that in mind. So, 
they know this is there. There is no hard and 
fast rule to move towards one or the other. 


MR. LUCAS; I would like to suggest 


that the board is very conscious of this particular 


aspect and that when nominations for new directors 
come forward they are very, very closely, with 
that thought in mind, retaining if at all possible 
a balanced board. 

COMMISSIONER BROWN: In many cases these 
people are not eligible for directorship within 
their own credit union? 

MR, LUCAS: No. They are eligible as 
a general rule for directorship’ in some credit 
unions. If they are a manager, no, they are not 
eligible. 

COMMISSIONER BROWN: ‘They are eligible 
as a director for the Central? 

MR. LUCAS: That is correct,~yes. 


MR, ROBINSON: And treasurers, while 


they are eligible to be directors of their own 
eredit unions, ordinarily they are not, and the 
general recommendation is that they should not be; 
but, i may happen. 

MR, GRAHAM: ‘The Survey Report indicates 
there is very little of that, and in the Survey 
Report the recommendation is strongly against 
these people being members of the Board of 
Directors. 

MR. ROBINSON: There is always a strong 


Concern within the movement that there should nov 
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1 be too much of that sort of professionalism, 
2 and it should belong to the members, and they 
3 should express: themselves, and I othinkothis has 
occurred at our meetings in the election of directors 
4 
without any of the items you suggest. 
5 
COMMISSIONER LEMAN: ‘The fact the credit 
6 Wo ¢ -s > a ee + 4 4. ~ m aa ra) 
unions are represented heavily on the board of 
7 Central is the concept that it is a democratic 
8 process and, therefore, the member unions must be 
9 represented through someone; » cis ‘that it? 
10 MR, ROBINSON: The only way you are going 
to have -- well, the way we select directors for 
11 
Central is that at our annual meeting each credit 
12 a 
union is permitted to send one delegate to attend 
13 ay, | = J 2 a eS BY 4 aha Altes sy i = = 
the annual meeting, .and those delegates cin attendance 
14 at annual meeting will vote for the:directors. 
15 There is a revolving directorship: Twelve ‘directors, 
16 four revolving ‘each year viAiSo, thei credit urions' 
17 membership in Central at annual meeting is 
18 expressed by the delegate whom they send to the 
meeting, and he on behalf of them expresses the 
19 
choice as to who will be directors and what will 
20 


be policy. So it is,therefore, not related at all 
to size at any time of the member. It is related 
to the ability to express, to give guidance, 
and give good questioning -- everything at an 
annual meeting. The way a person will express 
himself at an annual meeting is often a strong 
guiding factor. Certainly, it will not be because 
he happens to come from credit union ABC which 
is the biggest in the province, or that he comes 
from the smallest one. 

COMMISSIONER BROWN: Is there a tendency 


at all -- and in certain circumstances one Can see a 
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danger. of .1t developing --- wherebyosuchia director, 
who ds cacfull-time ¢mployee: ofocrediteunion A, 
wight tend to represent the. viewpoint, of ,credit 
union A on the Central board rather than: looking 
at the’ whole. picture? 

MRio ROBINSON: :o Ie supposen this cani happen, 
but... may. suggest’ thet we continually, -- and I 
should perhaps ask! ithe: president to: answer! this 
sort of question =-- but it is: put tov,our electors 
every year after.the annual meeting that they 
row coase. to ‘ropresont: thevorpankzakiomd somiwnich 
they cane p UGhep represent ‘thmuhiom as awhohe 
aid! Gri maeshivewgiion has been by all the membership 


of credit unions..oThis ka slaidheo cchem every 


year and ‘has been expresdedjinm our directors! 

report. to.arnnval meetinescomanere than -one .accasion. 

36, weckeep cthubs cldea Mery ihaek tha;tael se rmiade, 
COMMISSIONER LEMAN;: It is.from another 

point of view I was thinking of the same problem, 

but inca slightly differentuway.: The -emanager 

Of a localceredit cuniontiwho i hs andtlon,»the beard 

of chat eredit union, through his membership in 

the superior body, if Ismay call it that, may 

develop a more dominating position in his own 


eredit union -- could not he? =- through his 


knowledge of what. goes on through the whole 


real 


ue 


system ete.? I don't think this Influence, i 
there,o Ll have’ no khowledge, of, it) being, there, 
A1INTD @anVseaye ie@joT haven't seen this sort of 
ching happening. Our experience so far has, not 
indicated this to happen. 

MR;. MeMASER: It. would be perhaps, fair 
he may become: a more, knowledgeable 


fa) 


official himself by’ reason of the experience 
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ofrdealing la-bpraadcrayzeas pthan-khepweuldnin his 
own organization. ..The actual operation of 
Central, whidescon the samenprincipkesy isoncahhy 


5 1 & 7s A.A 


Caling with, different level than his own 

organization. plas dcaling with corporate tbedies 

only, whereasmim hisrowm eredit; unton -he «te 

dealing. with. pcople,.--indimiduadk members. 
COMMISSIONER BROWN: On the same line, 

in the discuss tom ofia loam application fromm ia 


+ 


member, credit. union who is. represented on ‘the 


4 4 


board, of the Central,.is.there jsany. policy. with 
regard to such loan applications? Is he debarred 
from the meeting? 

MR...ROBINSON; Now, dn. the Central: the 
board. of. directors, nag, se’ ups aecredit.offxeer, 
a credit.officer being..a. manager; --»myselfue- 


and have delegated.to him.the matter,of approving 


fH. 


loans, to.credit.unions.withiny ai certain-framework 
as.to the.size,of loanen+S0} d&.docs-not become 
a.gubject of discussion as sueh,at asboardimeecting. 
There.is.a eredit committee in addition-torthe 
credit .officer,,-whaich.is chosen by the board, and 
our credit committee consists of five persons: 
three from outside the.board, »and two,from, the 
board....So, «you are. not-going to have in»the 
ordinary way influencing in any, way, 

COMMISSIONER BROWN: . Say an application 
for a loan comes up. from:a union which is represented 
by. one .of those two? 

MR. ROBINSON: You partdheipate,in the 
Giscussion but will.ordinarily refrain from voting 
on the matter.» If there yas: to.be, a’ question) on 
the matter he vould. refrain, anh be,expacted to 


m 


-efrain by his. fellow members, | But,» this) has 
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not been a problem. There has not been this 
kind of influencing in any way. 

COMMISSIONER BROWN: I didn't know whether 
you had a policy. 

MR, ROBINSON: No, there is no policy. 

COMMISSIONER BROWN: So that as and when 
it might become a problem you had pre-determined 
how it may be handled. 

MR, ROBINSON: If it came to that kind 
of decision within the credit committee itself, 
in as much as it is appointed by the board, then 
I think it would get back to the board level 
and be dealt with as a whole board and not become 
a play for one person. However, the earlier question 
about the matter of being a director of Central 
and a treasurer of another public credit union, 

I guess Mr. McMaster covered it: There is nothing 
within the operation of Central -- there are not 
things happening in Central where he will have 
particular value which he can use to particular. 
advantage in his own union; there is nothing 

of that sort of thing. 

COMMISSIONER LEMAN: An application by 
the board to the manager of the Central for 
approval of loan applicatons -- loan applications 
being one of the most important functions of the 
Central -- related to the fact rou mane1on here, 
the administrative committee. So, there is a board, 
aCministrative committee, and there is the manager. 
Could you describe to us who decides what in 
running the business? 

MR. HBINSON: We do provide a schedule 
in here from our auditor, as he would know the 


division of authority within the Central credit 
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union. It is Schedule 12, and he drew this one, 
and I woudd suggest he might speak about the 
matter because he will be speaking from an outside 
position. 
MR. GRAHAM: The administrative committee, 

as such, is only a committee of the board and 

has no power except to make recommendations to 

the board. In other words, matters coming up 

at the board meeting may be previewed by the 
administrative committee and discussed at that 
time and they may bring recommendations to the 
board. But, as such, they are merely a creature 
of the board and any of their decisions or 
recommendations must be considered by the board 
and passed at that time. It is the idea of 
facilitating items during a meeting where things 
require a certain amount of looking at; they 

may do that, and make their recommendations to 

the board. The general feeling has been , or 

the finding has been that these in turn will go 

to the board, and, of course, the board itself 
will usually give fairly good consieration to 

these particular items and come to their own 
conclusion. 
MR. McMASTER: I think we ought to comment, 

Mr. Chairman, on this business of appointing a 
credit officer which is a new provision in this 
provision as a result of a survey where it was 
indicated there are some difficulties, particularly 
with voluntary officers, with the volume of 
attention which must be given to the approval 

of loans; and also, as pointed out in the brief, 
the loans to credit unions by Central are really 


very well secured because most of the creditors 
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of a credit union are the members as shareholders. 
So, aside from any assignment of book accounts, 
or anything they take, they rank ‘ahead of 
nearly everybody else except maybe the auditor 
and the solicitor. Therefore, the granting of 
loans within the board policy of limits of loans 
is not as important an analysis as it is with 
regard to loans to co-operatives which are dealt 
with by the credit committee; Also the fact 
thescredit°officer is responsible to»thenboard, 
and under the Act is obliged to report to the board 
on loans which have been granted, so the board 
is kept informéediand\is insa positionttoxcorrect 
policy from’ time to:time as they’ go along and 
seeuthat policy isicarried ont: 

MR. ROBINSON: Schedule: 11 sets out 
the results. of the board: with respect to the 
appointment of the Credit Committee and the 
appointment of aicredit.officer: and Schedule 12 


se6se (out aestatemcntsasrtoathe Givisionsof 


COMMISSIONER LEMAN: This Schedule 12 
where we find this, is this a description. of what 
goes on in fact? Sometimes theoretical. lines 
of authority and the way they are applied is 
a little different in practice.» That is what 
Li meant tocask. 

MR. ROBINSON: oI would suggest this is 
a fact. My solicitor suggests that Ishould have 
the suditor speak. He is an independent body. 

MR. GRAHAM: No, this is, I think 
Mr, Chairman, a matter of fact from observance. 
We have been stating just recently that there 


is a possibility that we may be considering 
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investment counsel and not just an investment 
broker, 

COMMISSIONER MacKEEN: Mr. Chairman, 
there is just one question I would like to ask 
Mr. Robinson. In the evidence by the League 
this morning the question of the rate paid by 
member borrowers, one per cent per month on the 
unpaid balance, seemed to form the bulk of the 
loans made. Has it been your experience that such 
a rate is adequate to provide for the running of 
the organization and any delinquencies or generally 
do you think that is a fair and adequate rate? 

MR, ROBINSON: Yes, from what experience 
I have had it has been and with the credit unions 
up until now this has been an adequate rate to 
cover reasonable returns to the members and to 
provide sufficient for operating. 

COMMISSIONER MacKEEN: The reason I 
asked this question is that in this type of 
loaning there are higher rates being charged 
and, of course, you operate with a very low 
overhead because there is so much time contributed 
by the executive and members but I was just wondering 
whether it covered all the expenses and was enough 
to carry on in an adequate manner. 

MR. ROBINSON: Well, we do have experiences 
with some credit unions in this province that they 
reduced their rate of interest somewhat from the 
12 per cent and are operating very efficiently 
building adequate reserves and maintaining a 
sound position in all respects at rates near 
9 per cent. There are fishermen's eredit unions 
over the years, one of them in particular, which 


has operated on 4 6 per cent rate. I know there 
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1 is reason here in that they do not have the 
2 business of a small loan granted and repayment 
3 every month which involves a great deal of work. 
A A great number of theirs are repaid with one 

payment a year involving much less work and they 
: seem to get aenks ad have built a sound organization 
° as to liquidity position and as to granting a 
7 reasonable return to their members. These rates 
8 have been used in the credit unions and they 
9 have got along so it would seem with this rate 
10 in mind there is an ample spread, a very ‘ample 
i spread at 12 per! cent. 
2 MR, McMASTER: I wonder if I might 


comment on that. Actually there is statutory 
limitation as far as credit unions are concerned 
to one per cent. That is the maximum which they 
can charge by law in British Columbia and the 
practice, as Mr. Robinson says, is that some 
credit unions charge lesser rates. As Mr. 
Monrufet indicated this morning many of them 
charge the maximum rate but then added to this 
are the patronage refunds on the interest rate 
that has been paid by their members so out of 
the surplus the members get a rebate of 15 to 20 
per cent. 

COMMISSIONER MacKEEN: 20 per cent of 
the interest rate? 

MR. McMASTER: Of the interest which they 
have paid, yes. That would cut it down to about 
9.6 per cent, to come up to 20 per cent rebate. 

The other thing which has not perhaps 
been stated and Ithink ought to come to the 
attention of the Commission is the fact that under thes 


Credit Unions Act of this province in law a credit 
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union loan is repayable at any time. without 
novice orehanusevhich, of course ?-t at decor, of 


= 


some importance to the people who deal with, them. 

COMMISSIONER LEMAN; This also is ina 
statute? 

Mr. McMASTER: That is a matter of 
statute, yes. 

COMMISSIONER MACKINTOSH; You mean repayable 
at the borrower's option? 

WR, MeMAS TERY That. tel 24. 
borrower's option. 

THE CHAIRMAN: That coneludes the hearing, 
I wish to thank you gentlemen for your attendance 
and explaining to us-the ramifications of your 
organization. It has been a very great pleasure 


+ 


to us to hear from you and it has been of very 
co us to have your advice ‘and 
opinion. on this whole question, 


MR. ROBINSON: Thank you for receiving 


the brief from us and I was very pleased to present 


THE CHAIRMAN: We shall now adjourn until 
Friday morning. We will not be sitting on Thursday 
and the actual time. of sitting on Friday is not 
yet settled but we shall notify the press as 


goon as it is settled. 


--- Adjournment. 
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1 
2 SUMMARY OF BRIEF 
PRESENTED BY B. C, CREDIT UNION LEAGUE 
3 96 EAST BROADWAY, VANCOUVER 10, B.C. 
TO 
4 
ROYAL COMMISSION ON BANKING AND FINANCE 

5 
6 i. de The purpose of this brief is to present a full 

picture of the objectives, practices and methods of oper- 
7 ation of credit unions in British Columbia, so that the 

Commission may appreciate the unique social and economic 
8 part played by them in the financial system of Canada. 
9 2g Economic, legal and legislative matters will be 

dealt with by the National Association of Canadian Credit 
10 Unions of which the League is a member, upon whose sub- 

missions and recommendations the League will rely. 
11 Bie This brief will be supplemented by the submissions 

of B. C. Central Credit Union, an organization created by 
12 the Credit Unions for the pooling of surplus funds. 
13 


Object of 4. Credit unions represent a popular movement (some 


mins a 215,000 people in B. C.) organized to employ self-help in 


encouraging thrift and the use of collective savings for 


15 provident purposes by their members - based on democratic 
16 principles. 

De Created provincially they are local and auto- 
17 nomous (some 327) each with a common bond of work, asso- 

ciation or community. Most credit unions are members of 
18 the League. 

6. Credit unions make it possible for the ordinary 
= man to see and understand how his savings are used to help 
20 his fellow man and his local community. 

Te They are not constituted to be, nor is it their 
21 objective to become, commercial institutions. They are 

non-profit co-operative associations. 

22 
23 In Practice 8. Credit unions have demonstrated: 
(a) the effectiveness of their method; 
24 (b) that ordinary people can help themselves by 
co-operation to meet their needs; 
25 (c) their social value; and that 
6 (d) they have remained true to their objectives. 
27 | 
28 
29 | 
30 
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9. The main source of evidence supporting this brief 


is an extensive survey recently conducted by credit unions 
in this Province. Frequent reference is made in the brief 
to the survey filed as Schedule 3. References hereafter 
are to the Financial Section of the survey. 

LOR The "'Credit Unions Act, 1961’' incorporated the 
recommendations of the Survey Committee (hereinafter 


referred tePasovthe Act?)4 


i There has been a significant growth in size and 
numbers of credit unions and membership since ¢mall begin- 


nings in 1937 - total assets now exceeding $100,000,000. 


i Was Despite their autonomous nature, credit unions 
have through voluntary, co-operative and collective action 
demonstrated a high degree of responsibility and self 
discipline towards the stability of all credit unions, the 
needs and education of members, the training of officers, 


and the public interest. 


ae Voluntary participation by a maximum number of 
members commensurate with responsible and efficient Service 
has been their foundation. They are seeking to face the 
problems of democracy in the face of bigness by programs 


of member education. 


14. The record of stability of credit unions in this 
Province is good. They co-operate to ensure each others' 
stability. A Provincial Reserve Board has been created. 
They are adequately bonded. There is Government inspection 
and supervision. Independent auditors are employed by 
larger credit unions and may be required by law for smaller 
ones. The League and B. C. Central Credit Union engage in 


constructive programs to encourage sound practices. 


bs. Reserves for bad debts were found in the survey 
to be adequate. A new measuring rod of delinquency has 
been introduced to strengthen these reserves. (See Survey 


Report pages 51 to 58 and Section 34 of the Act). 


16. The sources of liquidity are new share capital, 
deposits, borrowings, liquidity reserves and repayment of 


loans. Share capital is the dominant type of saving. 
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1 
2 
tad Credit unions have grown in favourable times. To 
- safeguard share capital liquidity the statutory reserve 
requirements have been increased from five percent to eight 
4 percent and may be increased to twelve percent in times of 
adversity. 
5 US Liquidity reserves on deposits of one year or Jess 
6 are twenty-five percent. 
19, Borrowing generally is limited to peak seasons of 
7 loans and withdrawals. This makes possible the. maximum use 
of members’ savings. Nearly all borrowing is from the 
8 Central in which most credit unions maintain their liquidity 


deposits. Varying peak periods between types and localities 


of credit unions make surplus funds available at different 


10 times. 
20. B. C. Central Credit Union was found by the survey 
11 to be sound and liquid (see Survey Report pages 62 to 75) 
and is recognized by statute as a Suitable depository for 
12 liquid reserves (Section 34 (1)). 
uN Credit unions keep loans on a reasonably short 
13 term basis to ensure liquidity and equity between members. 
14 A summary of the flow of funds appears in the Survey Report 
page 62. 
15 
Loaning 2a To date loaning has been mainly of the.small loan 


16 pictat short term type for such purposes as household equipment, 


consolidation of debts, etc. In larger credit unions where 
the pool of funds is greater, after filling small loan needs, 


surplus funds are available for real estate and home improve- 


18 
ments. 

19 23 Many members borrow with savings pledged as security 
This encourages thrift. Where borrowing is necessary, savings 

20 are replaced on a systematic basis. (See Survey Report 
page 33). 

21 24. In smaller credit unions where intimate knowledge of 

22 character of members is possible signature and guarantee loans 
predominate. In large ones tangible securities are taken. 

23 Dee The credit unions are aware of their members‘ need 
for intermediate term mortgages and are making plans to meet 

24 these commensurate with a high degree of liquidity, by longer 
term deposits. 

25 20% They generally do not borrow funds for loaning 

26 except at peak periods and then only seasonally from the 


common pool of credit union funds in B. C. Central Credit Unio 
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1 
2 
They are not interested in making a profit out of the use 
3 
of other people's money. 
4 Dili: The credit unions represent a popular movement 
of the people themselves. Central is an instrument to 
Ss maximize the use of their funds. 
28. Generally business loans are not encouraged, 
6 although in some circumstances they are justifiable and 
7 proper. 
29. So-called "chequing” services, the withdrawal or 
8 transfer of deposit money by bills of exchange, are limited 
in use but are a growing practice. They assist in bringing 
9 about another avenue of saving and make the use of the 
10 credit union a greater convenience to its members. The 
corollary of accepting money on deposit, as distinct from 
11 share capital, is that its withdrawal must be more readily 
facilitated. All types of credit unions providing this 
2 service have forgery insurance. They must maintain a 
twenty-five percent liquidity reserve. 
1) 
14 Conclusions 30. Both in objective and in practice the credit uniors 
in this Province are unique institutions, clearly distin- 
15 guishable from other institutions of a commercial nature. 
ju Me The continued development of credit unions is 
16 desirable from the standpoint of the public interest. 
7 Boe Recommendations, if any, of this Commission 
touching upon credit unions should give proper recognition 
18 to their unique contribution and their continued sound 
development. 
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1 
2 BRIEF 
PRESENTED BY B. C. CREDIT UNION LEAGUE 
3 96 BAST BROADWAY, VANCOUVER 10, B.C. 
TO 
4 ROYAL COMMISSION ON BANKING AND FINANCE 
5 urpose ale The purpose of this brief is to organize and 
6 eettet present to this Commission as full a picture as possible of 
the objectives, practices and methods of operation of Credit 
7 Unions in this Province that it may appreciate the unique 
place which this movement plays in the Canadian Financial 
8 System. 
ee It is not intended in it to present economic 
3 theory or discuss opinions or recommendations touching upon 
10 all credit unions in Canada. The League is prepared to 
rely upon a brief later to be presented by the National 
11 Association of Canadian Credit Unions with respect to these 
matters. 
12 She The brief represents rather a statement of the 
13 evidence upon which the Commission may later rely to test 
the validity of those arguments and constructive suggestions 
14 which will be put forward by the National Association. 
rganization 4, A short summary of the organization of credit unions 
15 St aaa and of the League and their respective art sab ane is 
16 ritish annexed hereto as Schedule 1. As part of the Schedule is an 
eae outline of the major functions of the organizations as they 
17 affect credit unions and also a list of the present direc- 
tors of the League and with some annotations as to their 
18 experience and a copy of the League 1961 Yearbook. 
bject of Se Credit Unions represent a popular movement of 
19 heel ordinary folk to employ the principles of self help in en- 
20 couraging thrift and the use of the fund created by them by 
their members for provident and productive purposes. They 
21 are solidly based on the co-operative principles of democ- 
racy in the attainment of that end. Credit unions in this 
-- Province (as in each other Province of Canada) are incor- 
23 porated by Provincial Statute and each credit union is an 
autonomous local body. Each credit union has, both by 
24 Statutory requirement and in fact, a common bond of work, 
association or community. A list illustrating the type of 
25 common bond of representative credit unions in British 
Columbia is annexed (as Schedule 2). It is the objective 
a of credit unions to obtain the maximum participation of 
y AT) their members on a voluntary basis for the control 
28 
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and direction of their operation. Consequently provision 
is made not only for a Board of Directors ‘but for elected 
credit and Supervisory committees and the creation and 
functioning of other committees is encouraged. 
6. Through a credit union it is possible for an or- 
dinary man to see and understand how his savings are being 
used to help his fellow man and that they are contributing 
to the provident and productive purposes of his local 
immediate community. 
We While dealing in financial affairs, they are not 
constituted to be, nor is it their objective to become 
commercial institutions. It is intended that on his savings 
a member should receive a reasonable return and as a borrower 
he should pay the minimum possible rate of interest. The 
credit union itself is a non-profit organization designed to 
Serve its members through their co-operative effort to help 
themselves. The legal foundation of credit unions in this 
respect is discussed in the Legal Section of the Survey 
Report, hereinafter referred to, at pages 76 and 77. 
8. In practice in British Columbia, credit unions have 
in many ways demonstrated: 
(a) the effectiveness of their method by sub- 
stantial growth, 
(b) ordinary working men and women are capable of 
helping themselves in this field of co-operatio 
(c). by co-operation they can make an effective and 
useful contribution to the local community that 
no commercial institution can fully provide, 
(d) they have succeeded, despite substantial growth 
to remain true to their objectives. 
9, This brief is designed, as factually as possible to 
verify these conclusions. It will deal with the history, 
the democracy, the evidences of stability and liquidity, and 
practices and the achievements of credit unions in this 
Province. 
10. Fortunately we are not limited for the evidence 
only to the observations and opinions of knowledgeable 
persons helpful though these are. The League conducted 
between 1957 and 1960 a very extensive survey of credit union 
in this Province with the active assistance and advice of two 
independent economists and their auditor and solicitor. Whil 
the survey does not disclose trends, it does give a detailed 
picture of the activities and operations of credit unions at 
one fairly recent period of time and provides more objective 
tests of most if not all conclusions drawn above than other- 


wise would be possible. 
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2 aL The survey is evidence in itself, at the same time 
of the sense of responsibility of this movement to hold tru 
3 to its objectives and of self-discipline - for on the basis 
4 of this survey new Provincial legislation was adopted at 
the request of the credit unions providing requirements for 
5 reserves and liquidity more stringent than theretofore 
applied. 
6 12; The third schedule to this brief is a copy of the 
- Survey Report. The scope of the survey is indicated in the 
general questionnaire and work sheets used to obtain infor- 
8 mation from the credit unions and in the questionnaire 
Appendix 2 to the Survey Report and see letter dated 
9 April 23rd, 1957 and incorporated in the introduction to 
the final Survey Report. The extent of participation by 
10 credit unions in the survey is reported in the Financial 
11 Section at pages 1 and 2. The fourth schedule is a copy of 
the old Credit Union Act and the fifth schedule is a copy 
12 of the Credit Unions Act, 1961 (as enacted by the Legis- 
lature with explanatory notes commenting on the changes). 
13 History LBs Credit Unions began in British Columbia in 1937 
14 with a meeting of five people associated with the Co- 
operative Society for the Common Good (a product of the 
15 depression). This handful of people put up the sum of 
$10,25 to start this first credit union. The total assets 


16 of all credit unions in British Columbia at Dec. 31, 1960 
were $107,120,145.00. The statistical story of this growth 


fi is set forth in the sixth schedule. 

18 La The whole story cannot however be told in figures. 
It can be told in part in the institutions which the credit 

19 unions have developed to serve their needs and the needs of 
the people whom they represent. But the story can only be 

20 understood and appreciated from the cummulative history of 

1 the day to day ways in which individual credit unions have 
been able to help their members to help themselves and the 

y))) way in which the movement has educated leaders from their 
own ranks to govern their affairs. 

23 LS. Attached as Schedule 7 to the brief are but a few 
illustrations of these experiences. 

“3 Lo, The Survey Committee considered the question as to 

25 whether or not it should examine into the qualifications of 
Boards of Directors and members of Supervisory and Credit 

26 Committees and all treasurers and managers. It concluded 
that without personal interviews such examination would be 

27 superficial. The Committee further concluded in rejecting 

28 
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3 Such an attempt that, in any event, the real test of the 
abilities of these officers lay mot in their apparent 
¢ qualifications but in their experience in credit union oper- 
5 ations and in the actual results of the functioning of the 
credit unions. This is, in the League's opinion the sound 
6 answer to those who would disparage credit unions because 
they do not have professional financiers’ at the helm, The 
7 success of credit unions demonstrates one of their basic 
tenets which is that the ordinary man, if he will SOBbera le 
8 with his fellow man in a mutual enterprise, is capable of 
9 governing his own affairs and of growing with the growth of 
his organization. 
10 7, One test of a popular movement as it grows is 
whether or not it develops a sense of responsibility and 
11 Self-discipline, not only for the protection of its members 
but also towards society as a whole. 
i Sh Evidence that the credit unions in this Province 
13 have developed such a sense is found in the type of insti- 
tutions which they have built and the practices which they 
14 have established or encouraged. Here might be mentioned 
the following illustrations. 
15 19, In 1939 they established a League of all credit 
16 unions for legislative and educational purposes. Today 
321 credit unions out of a total of 327 incorporated in 
iby B. C. are members. The names, type and location of the 
credit unions which are not members of the League and such 
18 statistical information as is available to the League about 
them is annexed in Schedule 8 hereto. It is to be observed, 
however, that they are only six in number. 
20 20. In 1943 they established a central credit lat, 
in which credit unions pool their surplus funds at times 
ZA when surpluses exist and borrow therefrom Seasonally as 
their demands are greatest. Today the Central has assets 
22 of $14,334,100.00 and 318 credit union members. 
2 at, In 1945 they felt the need of their members to be 
: protected against the hazards of iliness (many loans being 
24 | required to meet payments on medical accounts). They 
realized this was a service which required an organization 
25 apart from the financial services which the credit union 
offers and created C. U. &C. Health Services Society ona 
ad co-operative basis. Today that society provides health 
27 | coverage for 110,000 people and last year expended 
$2,713,000.00 in payment of medical bills for its members. 
28 
29 | 
_30/ 
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on; In 1942 they felt the need of their members to be 
protected against fire and other casualty risks (many 
members finding it difficult to obtain coverage or to 
obtain it at reaSonable rates). They first planned a 
Provincial Mutual Insurance Company but after study decided 
the need would better be served by participating in the 
formation and support of Co-operative Fire & Casualty 
Company (federally licensed). 

Zoe Since 1942 the League has promoted the insurance 

by all credit unions of their shares, deposits and loans 
against death or permanent disability of the member. Today 
approximately $163,000,000.00 of such coverage is carried 
by members of the League, $88,000,000.00 being on shares. 
24, In 1947 the League began and promoted a program to 
encourage Savings under what is known as the endowment 

loan contract. This encourages savings and at the time 
provides life insurance. coverage. At Dec. 31, 1960 the 

net equity of credit unions under ‘such contracts represented 
$5,000 ,000.00 worth of savings. 

Zo The League has promoted and been instrumental in 
having the Credit Unions Act of the Province amended twelve 
times since it was first passed in 1938 to allow for growth 
of the credit unions and to strengthen them, the last amend- 
ment being a complete revision in 1961 to give effect to the 
survey recommendations. (See Appendix I Survey Report as 

to the first eleven amendments). 

26. In 1958 the organized credit unions, through the 
League, initiated and were instrumental in persuading the 
Government to create a Provincial Reserve Board to admin- 
ister a fund contributed by the Credit Unions to eee the 
consequences of serious trouble. At Nov. 30, 1961 the 
reserve fund stood at $421,588.03. Both before and after 
the creation of the fund the League has interested itself 

in helping credit unions in difficulty, and has either 
assisted them to liquidate in an orderly fashion or arranged 
for them to be taken over by larger,.stronger credit unions 
with suitable common bonds. Schedule 9 hereto sets forth 
the facts as to liquidation of credit unions. 

Pg Again, at the instigation of the credit unions, 

the League, from 1957 to 1960, initiated and carried on an 
extensive survey of credit unions in the Province to test 
their stability and liquidity and for the purpose of en- 
couraging such legislative changes as might prove advisable 


for the good health and continual growth of credit unions in 
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this Province. This was conducted under the advice of an 
economist employed by the Federal Government Department of 
Agriculture (which prepares certain limited statistics on 
credit unions each year - a copy of the last report of 

which is annexed as Schedule 10 hereof). The Survey 
Committee consisted of officers of the League knowledgeable 
from long experience in credit union affairs, the managers 
of B. C. Credit Union League and B. C. Central Credit Union, 
the auditor, the solicitor, and two independent’ economists, 
one employed by the Commerce Department at the University 

of B. C. and the other employed by one of the largest in- 
dustrial firms in the Province. 

28. New programs to encourage savings, such as term 
deposits, are presently under study and have been commenced 
on an experimental basis by some larger credit unions, which 
loan money for intermediate term mortgages. Many industrial 
credit unions with the co-operation of the employer employ 
the payroll deduction system to encourage savings and secure 
the repayment of loans. 

29. The League employs in addition to the manager five 
men as field men who are in constant touch with credit unions 
throughout the Province. Included amongst these are a 
Specialist in adult education and a chartered accountant. 
305 In co-operation with B. C. Central Credit Union, a 
program of correspondence courses for treasurers and other 
officers is presently being prepared to extend the work 
already done by the living-in annual course for treasurers 
held at the University in conjunction with the Extension 
Department. This will also supplement the workshops con- 
ducted regularly throughout the Province for the training 
and education of officers. Schedule 11 hereto outlines the 
extent of these activities and their content as well as 
other training activities. - Consideration has recently been 
given to research and an economic study and the employment 
of a suitable economist has been discussed. 

Sule Credit Unions have been built in this Province, as 
elsewhere, by the voluntary efforts of many people over the 
years, Serving on Boards of Directors, Credit, Supervisory, 
Educational and other Committees. In 1961 there were 
approximately 4,850 such voluntary officers. In smaller 
credit unions usually the treasurer's job is voluntary. 

As the credit union grows he may receive an honorarium, 
then become a part-time employee, and finally a full-time 
employee. The treasurer is, in fact, the manager of the 


local credit union. 
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3G Boards of Directors, Credit and Supervisory 


Committees meet regularly (see Survey Report, Financial 


Section, page 3 ff). They have important responsibilitiels 


(see Credit Unions Act, 1961, Sections 27, 28 and 29, 
Schedule 5 supra). 

Son In the very large credit unions, those over 
$1,000 ,000.00 in assets / UE which there were approximatel 
42 at the end of 1961, the maintenance of this democratic 
machinery is more difficult than in smaller credit unions 
if efficient service is to be provided to the members. 
The volume of loan applications gets beyond the ability o 
a voluntary Credit Committee to properly evaluate, ina 
reasonable period of time. The supervision of accounts 
becomes a very large job. Accordingly, in the Provincial 
Act adopted in 1961, some leeway was provided to permit 
these larger credit unions, subject to Supervision by the 
Inspector of Credit Unions, upon attaining satisfactory 
Standards of reserves, to make greater use of credit 
officers and auditors respectively for these functions an 
to provide that Credit Committees should be committees of 
the Board rather than directly elected by the members. 
(See Section 18, subsection 5 and Section 29, subsection 
4 of the Act). 

34, This has presented a challenge in some of the 
larger credit unions to design new procedures to encourag 
active participation by the members and to extend demo- 
cratic control: in other ways. The new amendment has bare 
started to take effect. Its effect on the democratic pro 
in these larger credit unions is difficult at this time t 
meaSure. There has been study by some of the enlargement 
of the activities of their Education Committees. One lar 
credit union has instituted a series of meetings for its 
members to discuss such matters as home ownership and 
financing and budgeting household or personal expenditure 
Consideration has been given to the establishment of plan 
ning committees to review the present position and prac- 
tices of the credit union and to plan for the future. 

OS. In the 21 years since credit unions were first 


incorporated in British Columbia, they have shown good 


evidence of stability. There have been in total 410 credi 


unions chartered. Of these charters 84 have been cancell 
(See Schedule 9 supra which sets out the history of those 


charters which have been cancelled). 
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56. This Schedule shows that the number of liquida- 
tions where shareholders suffered a loss have been heg- 
ligible. It also demonstrates the extent to which credit 
unions, while being autonomous bodies, have co-operated to 
assure each other's stability. 
Dil s Recognizing that, as credit unions grow in size 
and number, this type of voluntary co-operation to assure 
Stability will be more difficult, the Credit Union Reserve 
Board was created in 1959 at the instigation of the credit 
unions through the League. Ultimately it will be built up 
to represent a fund equal to one percent of the assets of 
all credit unions in the Province. It was established only 
in 1959. Already steps have been taken in the 1961 Act to 
broaden the circumstances and manner in which it can come 
to the aid of a credit union in trouble. The organized 
Credit Union Movement is anxious that the Reserve Board 
should have even broader powers. It has been the Govern- 
ment of the Province which has so far insisted on limiting 
its powers. Annexed in Schedule 12 is a description of 
Several instances where the Board has already demonstrated 
its usefulness. The Board itself is coming to see that it 
is important that it should be able to act at an earlier 
stage when a credit union shows signs of trouble, and is 
taking steps to be better informed in these matters. 
SG. All credit unions in British Columbia are required 
to carry adequate bond coverage against defalcation, theft 
and certain types of forgery. This is required by rule 
promulgated by the Attorney General. Schedule 13 shows the 
coverage required. 
39. Every credit union is subject to inspection by 
officers of the InSpector of Credit Unions. Reference to 
the 1961 Act will disclose that, in addition to duties of 
inspection, the Inspector has wide authority over the prac- 
tices of credit unions as to borrowing, loaning. the keeping 
and the supervision of its accounts and the payment of divid- 
ends, aS well as the power to order an audit and/or suspend 
its operations if circumstances indicate such action. (See 
index of Act under heading "tInspector” for section refer- 
ences), 
40. Most of the large credit unions now employ an 
independent qualified auditor. The Attorney General has 
now been given authority under the Statute, bv presi: ribed 
rule. to require such an auditor be appointed bv all credit 
unions of such size or type as he may deem adyisable. 


(Section 29, subsection 3 (b) of the Act). 
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41. In addition to the protection of the Government 
inspection service, the League and B. C. Central Credit 
Union, both of which are in close touch with the operations 
of credit unions (the first through field staff and the 
Second by an intimate knowledge of their financial position), 
keep a vigilant eye upon them for signs of instability. 
However, these organizations go further, constantly seeking, 
by programs of education and through advice of knowledgeable 
officers, to encourage credit unions to adopt and follow 
practices which will lead to stability. 

42. We would be foolish indeed if we did not recognize 
that, amongst the 327 autonomous credit unions now active 

in the Province of British Columbia, there are always some 
weak spots. The League estimates at most these represent 

4% of all credit unions at the present time. This figure 

is higher than normal because new standards of reserves 

and liquidity have been set by the new Act. Our fieldmen 
keep in touch with, and together with the Central Credit 
Union give such assistance to these weak credit unions as 
they are willing to accept. The new Act has greatly in- 
creased the duties of the Inspector of Credit Unions but 

the budget of the Government for the operation of his 
Department did not increase. Accordingly, the effective. 
functioning of the Inspection Department, speaking com- 
paratively, has not increased at a time when it is most 
desirable that it should. 

43. ‘The League, Central and the Reserve Board are all 
concerned about these weaker credit unions and consult and 
work together in trying to help them solve their own pro- 
blems. The Inspector is kept informed and, insofar as 
possible, he is giving them attention. While we are con- 
cerned about these areas of difficulty we are not anxious 
about them because 


(a) in the past, through voluntary co-operation, we 
have a good record of avoiding liquidations with 
losses in this ,Provance; 


(b) when these credit unions are able to comply 
with the provisions of the new Act these credit unions 
will be greatly strengthened; 


(c) there is a high measure of voluntary co-operation 
which usually can help to solve problems; 


(d) the credit unions agreed to some assessment on 
them when the new Act was adopted, Section 61 and 
Schedule 4 thereto, and there are at least indications 
that the Government may take steps to strengthen the 
Inspection service. As these matters have been the 
result of confidential and informal discussions we are 
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not at liberty to disclose their nature. 


(e) the Reserve Board is alert to the problems and is 
able and willing, if required, in proper circumstances, 
to give assistance. 


44. The assurance of stability in a credit union is 


influenced by a number of factors, the principal ones of 
which are reserves, liquidity and loan practices. This bride 


will deal with each of these in that order. 
45. The distinction between reserves and liquidity in 
relation to financial soundness is discussed in the Survey 


Report (Schedule 3), Financial Section, at pages 47 ff. 


The Commission will also find there an analysis of financia 
soundness and liquidity of credit unions in B. C.) at a recent 
date, which makes it unnecessary to repeat here the statis- 
tical facts. Reference will only be made, therefore, to some 
of the conclusions. 

46. For the purpose of that study reserves were taken 
to mean the amounts of earnings set aside to absorb probabl 
losses. Liquidity was taken to mean the ability of a credi 
union to provide cash to meet all withdrawals’ under normal 
conditions. 

47. The Credit Unions Act, prior to the amendment in 
1961, provided that twenty percent of each year's earnings 
be added to the guarantee fund or bad debt reserve - but no 
measurement of the sufficiency of the Srenid wtinde reserve 
was provided in that Act. 

48. The Survey Committee concluded from a review of 
the facts disclosed by the survey that, in the overall posi 
tion, this statutory allowance has proved more than ade- 
quate (see page 17 Survey Report and page. 48 of the Financipl 
Section thereof). However, because the old statute provide 
no measurement of the sufficiency of the cumulative reservel, 
the Committee recommended that a new basis for measuring 
the amount of reserve required should be established which 
would be related to loans outstanding and the amount of 
delinquency. It concluded that the effective solution lies 
in the early detection of delinquency and an effective mea 
of bringing it to the members" attention for remedial acti 
The Committee recommended that the amount of undivided ear 
ings available for dividends should be determined after ma 
ing such transfers aS may be necessary to bring the guarantiee 
reserve to an amount at least equal to the estimated amoun 
of bad debts. The payment of dividends thus would have twc 


determining factors: (1) the availability of earnings fro 


wots 


gral’ Svonbl 2, 


a sri®) ottwle 
Sca : 

iz 
-swisn tied? geoloeth ot yiasdil ts ton 
+ Bits emotdoig 3d3 ot disis 2t brs0@ evrsee0f oft (3) 
sonstemyotrs rsgotq nt ,berivpey Yt ,gnrtlitw bos sids 
sonsi2iees ovig ot 

2t noinu tibs1o s me vtilidste Jo. sonsaneaes oft bh r 


tO 28n0 Isqionizd eft ,giotasi Yo 3asdmuq syd bsonsul Yai 


ri 2intT .eg95ttosi1qg sol brs yiibtupitl ,esvrsest ots doidw 


-1eb10 tetit mt sesh? Yo Moss dtiw Iseb [Liw 
ytibinpil bas esv15e91 asswied mattonttaib saT .th 


psvind ent ni bosenseatrbh et easnbnuoe Lstonsnti oF noitdseiet 


-71 Viv esgeq ts Moitose Istansakd CE siuybero2) siogeA 


crsnit to giteylsns ms s1edt bat? coals Iliw notzetmmodD oAT 
5% s 67.0 uA mt enotnu dirbs1o 30 ydiibtuphl bns-e2onbnno0e 
ijsi2 ond stot fsoget oF yrseeooonat Jf eowvsm dondw ,.steb 
oF ,910%ston? .sbem od ykno, Eliw sonsioIsh .eton?d Lsotd 
-enoteulonap st to 

pst stsw 2eovisesx ybute tendi Yo seoquirg ot 304 G8 
isdoxq dzoeds of shies tee egninxrss jo etnuoms oft msom oF 
975 £ Jo ysifids st msom of osdst-a2sw yitbtuptd .esezot 
‘pmion asbit eglsweibddiw Ils tsom of daso sbivorq of motan 
-enoisdtbros 

(i tnsembr'ems oft OF zofaqg , SoA 2noinU tibs7D sAT -VA 
aninirss 2'rssy floss Yo tmso1sq yinows tend bobiveid , faeL 
iud --svtees1 tdob bec 10 bavi astmsrasuy add of bobbs sd 
avIsest svirselsmed sot Yo yonototiwe sdt tm tasmetuvesom 
-toA tendt nt bsbivorq 2sw 

to wotvst s mort bobyfonos ssitimmoD ysviue sAT +f 
og Iistovo sit nt ,tedt ysvime edt yd beealsaib etont srt 
-9bs nsdit stom bsvord geri sonawolls yroduiste aint ,mort 
SHuty ott Yo 8h ogsq bis droqeA yovaue Yi sasq 392) sitsup 
ivetq stutsiz blo od} sarsosd ,xovawoH .(tosisdt Rotiose 
15251 svitslumso add Xo yorstof ue oft 40 turememmes sin on 
grituensm tot.ebesd won s&s jst bebasmmoosr “osdtimmoD ott 
iainw beretidstes sd bivod2s byxtupsr svises1 Yo anvomp Ssrtt 
to invomm edt bos gntbnetetuo ensof of botsie1 ed blnow 
pati nptirloz svitas¥ts oot tedd bobylonos t£ .vYoneypmétob 
sn ovttostis as bes yanoupniisb. Jo natiootob yites ofkbent 
jas L[stbems1 ro} noktnetis ‘2asdmom oft oF Fi ortsnétd Yo 
s= bebtvibmt to tiioms sit tsdt+ bobnemmoos: s933immoD sdT 
m i93}s hsnimteteb ed bluote ebnebivib 101 sidsitsvs gani 
fists sdd gotid ot yrse2e29n sd ysm 2s arotenstd fowe ani 
voms botsmtj29 sdt od Ieaups tessl Js tnveme ms, ad svaseot 
y overt biuow gudt ebnsbivib Yo ansmysq ont .etdesh bed Yo 


1? @gninzss, to yirlidslisvs eft C1). s:e¢210J3287 ghtininretob 


2svis298 


N ethercut & Young 


Terente, Ontarie 


A53 


1 
2 
operations, and (2) the collectability of outstanding accounts 
3 49. The Committee recognized that the valuation of 
Securities of the type taken by credit unions to secure loans 
4 made by it would present difficulty, so much depending upon 
5 judgment. They therefore proposed a yardstick for measuring 
uncollectible loans based on the principle that reasonable 
6 provisions in determining delinquency should be provided. 
50. The new Act incorporated these recommendations and 
7 the provisions with respect to reServes are contained in 
Section 34, subsections 2 to 11 inclusive. 
8 Sal. The analysis upon which the Committee's conclusions 
9 are based may be found in the Financial Section of the Survey 
Report, pages 51 to 56. (It should be appreciated that no 
10 dividends can be paid unless there iS a surplus and surplus 
can only arise after provisions for delinquent accounts have 
11 been made. (See Section 34, subsections 2 to 11 inclusive, 
12 of the Act). 
iquidity Dee Another measure of financial soundness is an ap- 
13 praisal of liquidity, the ability to meet in cash all with- 
drawals of shares or deposits on demand. The Survey Com- 
14 mittee, in reviewing the situation in British Columbia, took 
into account the fact that the credit unions in this Province 
a have grown Since 1940 under favourable conditions and that it 
16 is during these favourable times that strong Foundations must 
be built to meet recurring cyclical recessions. 
i? oe To appreciate the liquidity position of credit 
unions in this Province it is necessary to have regard to the 
18 source of funds available to credit unions. 
19 54. The funds of credit unions came from three sources 
to which they are limited by statute, that is, shares and 
20 deposits o members only and limited borrowings. 
55). In British Columbia by far the largest part of the 
21 credit unions" funds constitute share capital (see Schedule 
6 supra). Credit unions have the right to issue an unlim- 
ais ited number of shares of $5.00 each (Section 6) and to permit 
23 withdrawals thereof, subject to its rules, (Section 24, sub- 
section 5). Schedule 2 of the Act, which are the standard 
24 provisions, almost universally applicable, require an appli- 
cant to purchase at least one share on joining and to acquire 
25 one share for each year of membership up to five. Withdrawal 
26 from the credit union under the rules is subject to the ap- 
proval of the directors and by Rule 17 the directors may 
27 require ninety days' notice of intention to redeem shares and 
whatever additional notice may be approved by the Inspector or, 
28 
29 
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if capital is impaired, required by him. Notwithstanding 

3 any provision of the statutory rules requiring noti¢e of 
intention to withdraw savings, members, through long estab- 
4 lished practice, have come to regard savings, both in shares 
and in deposits, as withdrawable on short notice. 


5 38, 


least 5% of share capital in liquid reserve. Pursuant to 


Credit unions were required by statute to have at 


: the recommendations by the Survey Committee this reserve for 
7 share withdrawal was increased in the 1961 Act to 8% with 
power in the Lieutenant Governor to increase the percentage 
8 to 12%. In making this recommendation the Survey Committee 
had in mind the possibility of recurring cyclical recessions 
7 and less favourable times. Their analysis of the reserves 
10 held at December 31st, 1958 by credit unions in British 
Columbia showed that they exceeded statutory requirements 
11 by 43.92%. (See Survey Report, Financial Section, page 60). 
SAE The Committee was, however, also influenced in 
12 their recommendation by their observation that there appears 
13 to be a growing tendency towards a flattening out in the 
growth factor in credit unions in this Province following 
14 closely what is statistically called the law of growth. 
Accordingly, the gap between new share money coming into 
15 credit unions and the withdrawal of share money will tend 
to narrow. AS new share money is one of the sources of 
= liquidity the Committee felt it desirable to recommend the 
17 increase in the minimum statutory reserve. (See Survey 
Report, Financial Section page 61). (It should be observed 
18 that no loan may be granted when the amount of cash reServe 
is, or would thereby be, reduced below the minimum statutory 
19 requirement, (See Section 18, subsection 17 of the Act). 
20 58. Another source of funds is the deposits of members. 
Many credit unions in British Columbia do not take deposits. 
21 However, aS until the recent amendment to the Act dividends 
could only be paid on share balance at the end of the year, 
22 a large number of credit unions have encouraged deposit 
accounts by members. In some localities and some types of 
= credit unions this provides a convenience for the members. 
24 It has been found that, even though withdrawals are more 
frequent from deposit accounts that from share accounts, 
25 members tend to save some of their monies in deposits over 
the long haul as well as operating them to meet their budget- 
= ary needs. Deposit accounts thus encourage two provident 
27 ends - savings and budgeting. Against monies on deposit, 
withdrawable within one year, credit unions must hold liquid 
28 reserves of 25h. 
29 
30 
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59 The third source of funds is from borrowings. 
Ninety-seven percent of the credit unions in this Province 
are members of B.C. Central Credit ‘Union. "°Statistiéscas 

to the extent of their borrowing will appear in the brief 
which that organization will submit to the Commission. 
Generally, such borrowing as credit unions engage in is 
limited to peak seasonal periods of demand for loans by their 
members which may correSpond with demands for withdrawals and 
make it possible for the credit unions to employ their mem= 
bers' savings to maximum use. The funds of B. C. Central 
Credit Union, as will appear from its brief, represent toa 
very large extent the deposits of its various member credit 


unions with it. 


60. Liquidity reserves required by the Statute must be 
retained in cash, on deposit with a bank or with a Central 
credit union, or be invested in securities of the Government 
of Canada or of the Province of British Columbia, or secur- 
ities, the principal and interest of which are guaranteed by 
either Government. In fact, most of the credit unions main- 
tain their reserves on deposit with B. C. Central Credit 
Union except for such cash as they require to have on hand 
(see Schedule 14 hereto). This being the caSe, the liquid- 
ity and soundness of B. C. Central Credit Union is of the 
utmost importance to the credit unions in this Province. 
That subject will be discussed in the brief to be filed by 
B. C. Central Credit Union with the Commission. However, 

it is reviewed in some detail also in the Survey Report, 
Financial Section, pages 67 to 75 inclusive. 

61. Another source of liquidity in the credit unions 
is the repayment of loans. The Survey Committee sought 

from the credit unions in 1957 a review of loans granted 
from July 15th to September 30th of that year to indicate the 
year in which final principal payments would fall due. The 


results appear in the Survey Report, Financial Section, 


page 46. From the table there appearing the Survey Com- 
mittee stated, “Bearing in mind that 32.95% of the loans were 
issued on the security of real estate which normally suggests 
a longer repayment period, the fact that 85% of the total 
loans are due to be fully repaid within 27 months, indicates 
that credit unions keep their loans on a reasonably short- 
term basis”. A summary of the flow of funds through British 
Columbia credit unions between 1942 and 1958 before dis- 
tribution of earnings to members, appears in the Survey 


Report, Financial Section, page 62. The Committee indicated, 
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at that page, that the amount of loans issued, which is the 
vital factor tm the flow of cash controlled by the credit 
umion, must be curtailed unless new sources of funds are 
comsidered. The suggestion has been made that, if shares 
represent the planned savings of members which are accumu 
lated for the purpose of purchasing homes, furnishings, 
automobiles, etc., some endeavour should be made to attra 
the members' long term investment capital. 

62. In some of the larger credit unions, particularl 
where they are beginning to enter the intermediate term 
home mortgage field, programs for long term deposits are 
presently being developed. 

63. Because of the need to maintain liquidity and a 
social philosophy generally accepted by credit unions that 
every member is entitled to have his loan application con 
sidered and, if possible, his need fulfilled, credit unio 
loaning in this Province to date has been mainly of the 
small loan, short term type. 

64. A summary of the types of loans granted by credit 
unions based on the period July 15th to September 30th, 
1957, appears in the Survey Report, Financial Section, page 
The conclusions here are drawn on the basis of security lo 
ged rather than the purpose stated on the application and 
therefore is not entirely accurate, aS a man may borrow 
money to buy a car and give his title to his home as. securk 
Mainly, however, the type of security reflects to a large 
tent the purpose of the loan. The purposes for which loan 
were granted on an estimated basis during twelve months pr 
ceding the survey appears in tables in the Financial Secti 
at page 31. : 

65% The results of a recent spot check by the B. C. 
Credit Union League is summarized in Schedule 15 hereto fo 
comparative purpoSes. 

66. It iS interesting to observe that in the smaller 
credit unions, where the savings pool was relatively small 
the amount of loans was correspondingly restricted. Here 
loans for household equipment, consolidation of debts and 
other similar types of borrowing predominated. In the lar 
credit unions, where the pool is greater, after filling th 
need of their members for small loans, surplus funds were 
available for real estate and home improvement. (Pages 7 
and 8 of the Survey Report, Financial Section, indicate th 


concern of credit unions to meet their members' needs). 
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67. It should be noted that loans for the purchase of 
fishing boats and gear are mainly provided by two or three 
credit unions organized amongst fishermen. These may rep- 
resent large loans of several thousands of dollars. On the 
other hand the average savings of the members of these large 
fishermen's credit unions would be from one to two thousand 
dollars. Reference is made to the records of the Banking 
and Commerce Committee in 1955 (see Minutes of Proceedings 
and Evidence, Commons Committee on Banking and Commerce, 
June 22nd and 23rd, 1955, an extract therefrom of the brief 
presented by the B. C. Credit Union League being annexed 
hereto as Schedule 16) to demonstrate the unique service 
which these fishermen have provided to the needs of the 
fishing industry which no commercial organization has been 
willing or able to undertake, at any rate, without the 
assurance of a government guarantee. Reference is also 
made to the Sinclair Report, "License Limitation - British 
Columbia: a method of Fisheries Management, pages 120 and 
121" published by the Department of Fisheries of Canada 
1960 as to the unique services of Prince Rupert Fishermen's 
Credit Union in financing boats and gear. 

68. While these references are limited to one partic- 
ular branch of the Credit Union Movement in this Province, 
they illustrate the desire of credit unions to meet needs 
of their members for loans for productive and provident 
purposes, often not available from any other source, either 
at all, or in any event at reasonable rates and on human- 
itarian terms. Similar illustrations could be given, 
particularly in the rural areas. They sustain the thesis 
of the Credit Union Movément that, in the main, the con- 
tribution of the credit unions iS unique in that their 
objective is both social and economic, and they provide a 
Service which no commercial organization can afford to or 
has the desire to undertake. If, in the process of doing 
so, they overlap services provided by commercial financial 
institutions and appear to compete with them, such over- 
lapping is incidental to the main purposes and objectives 
of credit unions which are, so far as it is possible from 
the members' fund of savings and deposits, to meet the most 
urgent needs of their members, in the local community of 
their common bond. 

69. One interesting characteristic of credit unions 
reflected in the analysis of their loaning practices (as 


shown in Table 9 on page 33 of the Financial Section of the 
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Survey Report) is the extent of the practice of members 
borrowing against savings rather than withdrawing them. 

Some credit unions, on such borrowing, offer a lower loan 
interest rate. The fact that normally both share and loan 
balances are insured serves as an additional inducement to 
the member to leave his Shares intact. The principle is 

to encourage thrift by way of creating an obligation to be 
discharged on a planned monthly repayment basis. In other 
words, it endeavours to replace savings on a systematic 
basis. It will be observed from Table 9 that 24% of all 
loans covered by the survey were thus secured by a specific 
pledge of shares and that this practice extends to all types 
of credit unions irrespective of size. It should not be 
overlooked that the table deals only with a specific pledge 
of shares, In addition it should be appreciated that many 
members borrowing from the credit union also have more than 
the minimum share capital invested; where adequate security 
of another kind is given,. the credit union does not “freeze” 
those shares in such cases, although it has a statutory lien 
on Shares in the event of default. 

70. As a program to encourage savings by its members on 
a systematic basis, credit unions have extended this prin- 
ciple into an active savings program by what they call en- 
dowment loan contracts. A form of this type of contract is 
annexed as Schedule 17 hereto. Members are encouraged to 
borrow from the credit union up to $2,000.00, repayable 

over fifteen years in regular payments without interest. 

The proceeds of the loan are invested in shares, dividends 
on which are waived until the loan is repaid; both the 
shares and the loan balance outstanding are insured. Thus, 
if the member completes the contract, he will have syste- 
matically saved $2,000.00. If, in the meantime he dies 

or becomes permanently disabled, the balance of the loan 

is paid off and his estate, or he (if disabled) receives 
credit for $4,000.00 (the shares plus insurance). 

[Aue Throughout the Survey Report reference is made to 
*endowment" loans and shares. These refer to this type of 
loan and share. For purposes of borrowing and other pur- 
poses where the equities of members of a credit union 

affect their powers, the net equity of the member in such 
contracts only is taken into account in the 1961 Act. 

4 This practice of borrowing against share capital 
and of the encouragement of endowment contracts is illus- 


trative of the dominant concern of credit unions to en- 
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courage the ordinary folk who constitute their membership 
to Save, to Save systematically, and when they do require 
to make present use of their savings for household or other 
needs, to replace savings on a budgeted basis. 

Tas In smaller credit unions where, because of an in- 
timate knowledge of the members, the Credit Committee is 

in a unique position to assess character, loans are quite 
frequently based on the member's Signature only or upon 

his signature and the guarantee of another. In larger 
credit unions the taking of tangible securities predomin- 
ates, This reflects also the fact, that as a credit union 
grows it is better able to extend from the small loan field 
into other needs of its members and have funds available 
for real estate and home improvement loans. The analysis 
in the Survey Report showing that notwithstanding the in- 
clusion of real, estate loans 85% of ali loans are repayable 
within 27 months, and Table 14 on page 37 of the Financial 
Section of the Survey Report which shows the median and 
mode of real estate loans according to aie of credit union 
to be a very modest figure, clearly indicate that credit 
unions aS at September 30th, 1957 had not proceeded exten- 
sively into the real estate loan field despite the tendency 
of larger credit unions to make a larger percentage of loans 
for this purpose. 

74, As indicated above, the caution reflected in the 
loan practices of even the larger credit unions has arisen 
partly out of an awareness of the need for liquidity and 
partly out of the desire to See that the small loan needs 
of all members should first be met. It is not that the 
credit unions are unaware of the needs of their members 

for mortgage loans of an intermediate term. As the larger 
credit unions are able to devise means which will encourage 
members to commit their Savings to the credit unions for 
longer terms they will be in a better position to meet these 
needs. However, for some time to come, aS long as commer- 
cial retail outlets continue to encourage the purchase of 
consumer goods on a time basis with hidden charges and ex- 
orbitant rates of interest, and finance corporations en- 
courage undisciplined Spending by eaSy but expensive credit 
facilities, the credit unions will have to continue to meet 
this need of its members for small loans. It is possible 
that, if the commercial banks extend and maintain their 
present programs of personal loans on reasonable terms, the 


pressure for this type of loan assistance to members of 
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credit unions may eaSe. This field of loaning has yet to he 
established in the eyes of the public as a principal function 
of the banks, they having so long been regarded in the public 
view aS principally concerned with the financing of business 
and a very Selective type of personal loan, 

Noe Having in the first instance been the impetus for 
the formation and growth of credit unions, it is doubtful 

if the credit unions will ever abandon the field of small 
loans for provident and productive purposes. 

MeO Credit unions in British Columbia neither discount 
paper for others nor their own paper and do not buy or selJ 
loans, mortgages or other securities for loans, unlike 

many commercial financial institutions. 

the The rate of interest charged by a credit union in 
this Province is limited by statute, Section 18, subsection 
13, to one percent per month and the statute does not permit 
any charges to be made other than for the perfecting of 
security, if any. Generally, small loan rates are charged 

at the maximum. However, there iS a variation in rates. 

This is discussed in the Survey Report, Financial Section 


(Schedule 3 hereto) at pages 12 to 14 and see Table 4 there- 


in set out. 

78. A discussion of delinquency and the repayment of 
loans and the reSponsibility to attend thereto and methods 
employed appear in the Financial Section of the Survey 
Report at pages 9 to 11 (See also questionnaire on Act and 
Rules, Appendix 2 to the Survey Question 103 (c) and summary 
of answers thereto, Appendix 8, Second to last page and last 
page). 

79, Credit unions have demonstrated, at least to them- 
selves that, having-regard to their local autonomous nature, 
their non-profit characteristic and their emphasis upon 
Saving Systematically even when required to spend, they per- 
form a Social and economic function in their field which 
cannot be matched or performed by any commercial financial 
institution. This is particularly true in iSolated areas 
and small communities of which there are many in this 
Province. 

80. In dealing with loan practices of credit unions in 
this Province reference ought also to be made to the Seasonal 
demand for loans by members of credit unions which character- 
ize their operations. This is reviewed in Table 8 of the 
Financial Section of the Survey Report at page 32. Although 
that table reflects the high and low periods (April, May, 
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2 
August - high and November, December and January - low) it 
3 should be borne in mind, as stated in the report, that the 
reporting is from all different types of credit unions 
4 throughout the Province. Hence the Seasonal peaks in the 
fishing industry obscure the low demand in many of the 
S occupational credit unions and vice versa. April and May 
6 are augmented also by the farm demand in rural areas lead- 
ing into the seasonal summer demand of teachers and other 
7 occupational groups. 
81. It is this seasonal variation of the demands of 
8 different types of credit unions which has given rise to 
the creation and development by the credit unions of B. C. 
4 Central Credit Union in which, on the same social and 
10 economic principles upon which they themselves operate, thay 
create a pool of surplus credit union funds in order to hellp 
11 each other at times of peak demand. It is only when the 
overall seasonal demand coincides and reaches its highest 
1 point in the late spring, as a rule, that Central reaches 
13 outside the credit union pool of funds to borrow from the 
banks. In the main this is the only injection of funds into 
14 the credit unions from outside their own resources. A mor 
detailed picture of this aspect will be given in the brief 
15 to be presented to the Commission by B. C. Central Credit 
16 Union. 
82. It is dealt with here to indicate to the Commissiqn 
17 that the Central credit union is an integral part of the 
Credit Union Movement. The credit unions represent a pop- 
18 ular movement of the people themselves. The Central is an 
instrument which they have created to maximize the utili- 
19 zation of their own funds. This seasonal demand also is 
20 here referred to, and the position of Central in relation 
thereto, to complete the picture of the true implementa- 
21 tion of the purpose of credit unions, to use the funds 
created by their members through shares and deposits, for 
22 the productive and provident purposes of their members. 
23 It is not their objective to use the funds of other people 
in order to make a profit for themselves or their members. 
24 Competitive 83. Partly due to the absence of other facilities in 
RPSL ELON outlying areas and partly due to the confidence of its mem 
25 bers and use of the credit union by some who carry all 
their Savings in the credit union, a practice has develope 
ai for the treasurer to hold things of value (other than 
27 lodged securities) in safekeeping for members. The extent 
of this practice at the time of the survey is indicated at 
28 
29 
30 
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1 
- page 11 of the Financial Section of the Survey Report. 
3 There also the Committee recommends against the practice. 
The League, pursuant to that recommendation, has taken some 
4 Steps to diScourage it. The practice will either have to 
be discontinued or proper legislative authority obtained to 
5 permit it. 
6 84. This may be an appropriate place to deal with the 
relationship between credit unions and other financial in- 
4 stitutions. In fact, except at the level of B. C. Central 
Credit Union and a few credit unions which do not belong 
8 to the League and Central, the credit unions have no rela- 
tionship with these other institutions. 
9 OD" In a very real Sense credit unionists do not regard 
10 these others aS competitors - for there are none of them 
whose primary concern is for the individual and local com- 
11 munity. These others are interested primarily in profits 
and frequently are national in scope. From a realistic 
12 point of view they compete, however, for the dollars of the 
13 ordinary citizen and the opportunity to Serve him by loans 
and in other matters. Accordingly, credit unions tend to be 
14 aware of the practices of these other institutions and in 
some measure adjust their practices, insofar as they can do 
15 so within their basic philosophy, to meet this economic 
competition. 
#9 86, Like all popular movements, the Credit Union Move- 
17 ment has a large meaSure of the missionary outlook. It has 
some zealots and some who are just hangers on. There is, 
18 however, a large core of membership in between who see the 
credit union, not aS a place to get even maximum returns on 
19 money invested or deposited, but as a place where yt LeGtLe 
20 they have to Save will do the maximum social good. There 
are others who see the Movement aS one which will assist in 
21 socializing (in the sociological and not the political 
sense) the individual to be conscious of his responsibility 
22 for mutual help in his local community. 
ee Hence, while the credit union may appear to be in 
- financial competition with other institutions, they are in 
24 a very real sense as much or more in competition for the 
minds of men. This iS not the occaSion to do so but an 
25 illuminating history would be sketched in telling the story 
of credit unions as to how they have changed the outlook 
- and ability of those who have voluntarily given of time and 
27 effort to make the credit unions grow as the symbol of the 
freedom of ordinary folk working together in the common good. 
28 | 
29 
30. 
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2 88, True, particularly in the smaller credit unions, 
the services of the credit union may be more readily avail- 
3 able to the individual than say the services of the bank 
4 which has fixed hours of business. True also, credit: unions, 
particularly in small communities, have provided incidental 
5 Services such as safekeeping which resembles services given 
by the banks. TheSe may appear to other financial institu- 
6 tions as unfair competition. However, on the other side 
of the balance sheet, it must be recognized that the demo- 
7 cratic practices of a credit union requiring approval of a 
8 voluntary Credit Committee for each loan has made its pro- 
cesses much slower than the processes of profit business 
9 where Such democracy is not practiced. Further, as the 
credit union grows in size and develops staffs, more rigid- 
10 ity in hours of Service apply. Credit unions are also more 
11 amenable to trade union organization than these national 
Organizations which mean higher costs and more rigid work- 
12 ing conditions. Also, the local autonomous nature of 
credit unions prohibits the same flow of funds and central- 
13 ization of office procedure, policies and practices, in- 
cluding mechanization, freely available to most other 
14 financial institutions. 
15 89, The credit unions are not complaining about the 
activities of these others. They see themselves as having 
16 a Significant sociological as well as financial opportunity 
to offer to the individual as well as the local community. 
17 On the other hand, they feel that any complaints of other 
18 financial institutions as to "unfair competition’ from 
credit unions is based upon a failure to appreciate both 
19 their objectives and the limitations of their democratic 
local characteristics. 
20 90. Special mention ought to be made to the Junior 
Savings Plans promoted by the credit unions in B. C. 
= This program began about 1947. Junior members now repre- 
22 sent approximately 15,612 children under 16 whose savings 
in their credit unions aggregate approximately $429,729.00. 
23 Some other financial institutions have promoted a similar 
kind of a program encouraging young people to save. Their 
+ object, presumably, has been a commercial one, looking for- 
25 ward to future cuStomers. The objects of the Credit Union 
Movement in promoting this program has been educational - 
26 to teach young persons, while they are young, the benef its 
of thrift and how, by working together, it is possible for 
27 them to establish the basis of credit to do the kind of 
28 
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things which are productive. Junior members have borrowadd 
money for 4H Club activities, the purchase of bicycles t 
carry On paper routes, the purchase of Christmas cards far 
resale and for participation in Junior Achievement programs 
of the schools where they set-up small businesses. Thus 
not only do they learn thrift but the productive uses to 
which present use of future earnings may be put. In suc 
youngsters is the core of future responsible participatian 
and leadership in the Credit Union Movement. 

91. To a very limited extent some credit unions hav 
undertaken what might be described as business loans. Thle 
extent of this type of activity on the part of credit unilons 
is so limited that it is hardly worth mentioning except tlhat 
it may be drawn to the Commission's attention by others iln 

a manner which might put it entirely out of perspective. | No 
statistics exist as to its extent. However, reference to 
Table 6 on page 31 of the Financial Section of the Survey 
Report makes it clear that its proportions can, at most, 
relatively small. 

92. With the exception of thies types of situations, 
hereafter described, the making of loans to businesses is 
not a suitable type of activity for credit unions. Where 
such loans exist they have often come into being quite in 
nocently by loans to a member on normal security intended 
by him to further his trade or business. Situations have 
then arisen where, in order to protect the credit union's 


interest, it has been compelled to increase the loans or 


ments of receivables, assignment of stock-in-trade and th 
security of equipment. 

O3i. These experiences with the exceptions referred 
above. have not, as a rule, proved satisfactory ones. In 
the first place the credit union operations are geared to 
the personal needs of their members. Generally, they hav 
not developed personnel qualified to analyze the needs an 
security of businesses. Further, such loans frequently 
require, to assure ultimate repayment, the advancing of 
additional funds. With the concern of credit unions to t 
to provide equity between members in loaning policy, such 
business loans may require a disproportionate amount of 
funds available for loans. The risks involved in busines 
loans are more Suitably met by commercial organizations 
which can look to profits on some to offset losses on 


others. Of the few credit unions which have entertained 
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1 
2 
this type of loan the experience of most has not been a 
3 happy one, even though losses have been minimized. 
94. As indicated, there are three types of exception 
4 to the general experience referred to above. 
5 OS) Firstly, there are the smaller non-urban com- 
munities in which banking facilities may be non-existent 
6 or limited. Here, if a credit union exists, it is probably 


a community credit union. The businesses serviced are 
relatively small and not complex and are not as foreign to 
the credit union experience as elsewhere. Further, the 
personnel of such businesses are responsible members of 
9 the community whose character is well known and who are 


subject to the social pressures of the community to meet 


10 their business as well as their personal obligations, 
particularly to an organization in which a large portion 
11 of the population have a stake. 
12 96. Secondly, there is the rather unique situation which 
exists in the community of Prince Rupert, where the fisher- 
13 men, in a most laudable and successful effort to help 
themselves, have built a strong co-operative marketing 
14 Organization and at the same time have built a very large 
15 credit union with assets of from five to six million 
dollars. Here you have two co-operative organizations side 
16 by side in the same community supplementing in their respec- 
tive fields of activities the common desire of substantially 
17 the same membership, to assist the fisherman to successfully 
engage in his trade or calling. Surplus funds of the Credit 
8 Union here are diverted to the Co-operative to a maximum of 
19 $1,000 ,000.00. However, this is hedged by the credit union 
in two ways. First, there is the fact that the needs of the 
20 Co-operative are seasonal and, in return, the Co-operative 
members deposit all their payments for fish in the credit 
a1 union. Second, the loan is made jointly with B. C. Central 
22 Credit Union which bears a larger portion and is ina better 
position to evaluate the borrowing needs and soundness of 
23 the Co-operative operation. 
Oiprs The third exceptional situation in which business 
24 loans are Suitable to credit unions is loans to co-operative 
25 organizations by B. €. Central Credit Union. There are at 
least four circumstances justifying this type of operation 
26 by Central: 
1 There are seasons of the year when credit 
Oy union requirements for funds are less than their 
supply of funds deposited in Central. To maximize 
28 
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the use of their funds co-operatives. whose seasonal 
3 demands syncronize with these periods are natural 
short term borrowers. 


4 a. In marketing co-operatives, particularly, the 
members are only entitled to receive the gross proceeds 
of the sale of their products less the cost of oper- 

5 ation. The risk of such loans is therefore less than 
normal business loans. 


6 Sh Central has competent staff, including a 
chartered accountant, who are better able to under- 
7 stand complex business organization and therefore to 


evaluate the credit character of a business. Having 
a common philosophy with other co-operative enter- 


8 prises Central is also better able to understand the 
needs and methods of operation of co-operatives than 
some commercial financial organizations may be able 

9 
TOU 

10 a Central, generally employing only seasonal 


surplus funds in such loans, having as its main object 
the servicing of credit unions, engages in such loans 

11 only to a minor extent. The risk therefore is very 
thinly spread. 


12 98. Another operation of the credit unions of limited 
3 but growing proportions which may be the subject of criti- 

: cism or comment by others before the Commission is the so- 

14 called "chequing” service performed by credit unions which 
accept deposits from their members. Obviously it is a 

15 misnomer to call the instruments by which orders are drawn 
against the credit union ''cheques”. Presumably, under the 

16 Bills of Exchange Act, they are bills of exchange. 

17 OOF Historically in this Province this practice began 
because of the development by credit unions of a pool of 

18 funds by way of deposits in their Central Credit Union 
and the facilitating of the transfer of these funds from 

19 one community to another. This gave rise to the same 
development between members of credit unions and their 

credit unions where deposits were taken. The benefit of 

21 such a system to the credit union and the member is to 
bring about one more avenue of savings and to make the 

22 credit union a convenient place to carry out the member's 

23 financial transactions. 


100. The corollary of accepting money on deposit, as 
distinct from share capital, is that its withdrawal must 

be more readily facilitated. The use of Bills of Exchange 
or transferrable orders is the obvious method of accomplish- 
ing this end. A bill of exchange must be accepted by the 
drawee before it becomes a thing of value. Consequently 

the use of these instruments does not change the conditions 


of the operation of the deposit account which, under Rule 17 


pon Sy ated, 
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1 
2 of Schedule 2 of the 1961 Act, includes the right of the 
credit union, at its option, to withold withdrawal or 
3 transfer for thirty days. 
4 101. In practice credit unions endeavour to assure 
sufficient liquidity (from the sources hereinbefore dis- 
5 cussed in detail) to avoid any delay in the acceptance of 
properly drawn and accepted orders. All credit unions pro- 
6 viding such service have forgery insurance coverage. 
Through arrangements made by B. C. Central Credit Union 
q with the Canadian Bankers" Association these items are 
8 cleared through the clearing house and via the banks to 
Central for clearing to the credit unions. 
9 102. Details as to the volume and nature of this 
Service will be discussed in greater detail in the brief 
10 to be presented by B. C. Central Credit Union to the Com- 
11 mission. It is referred to here solely to round out the 
picture of credit union practices and operations in this 
12 Province. 
Conclusion LOS. Further details of the operations and practices 
13 of credit unions in British Columbia may be obtained from 
14 the Survey Report. This brief has endeavoured to give to 
the Commission a picture of the most salient facts: It is 
15 our submission that, both in objective and in practice, the 
credit unions in this Province should be recognized as 
16 unique institutions in the financial system of Canada, of 
a provincial, local and autonomous nature, and as such should 
17 be distinguished from other institutions of a commercial 
18 nature. 
104. The Royal Commission on the taxation of co-oper- 
19 atives in 1945 investigated all forms of Canadian co-oper- 
atives, including credit unions and credit societies. The 
20 Commission reported as follows: 
at "We are satisfied that credit unions perform 
a highly useful function in assisting people who 
22 are unable to take effective advantage of Savings 
and loan facilities provided by other lending in- 
3 stitutions. We are also satisfied that credit 
24 | unions are not displacing any other type of busi- 
ness enterprise, except to provide an alternative 
25 source of loans in a field where individual money- 
lenders or lending institutions do not provide 
26 similar credit facilities at comparable net rates. 
27 It is clear, therefore, that Credit Unions provide 
28 | 
29 | 
30 
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a useful supplement to other lending institutions 
and that the continued development of credit 
unions is desirable from the standpoint of the 


public interest." 


105. We respectfully submit that, despite substantial 
growth of credit unions in this Province and the increased 
activities of the banks in the small loan field, this 
statement stands true of credit unions in this Province 
and this Commission should reiterate the findings of the 
earlier Commission "that the continued development of 
credit unions is desirable from the standpoint of the 
public interest". We therefore trust that the recommen- 
dations, if any, which this Commission may make touching 
upon credit unions will give proper recognition to their 


unique position and to their continued development. 
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1 
2 
ROYAL COMMISSION ON BANKING AND FINANCE 
3 
4 SCHEDULE 1 (a) to Brief submitted 
by B. C, Credit Union League 
5 
6 
ORGANIZATION CHART 
7 
8 
Approximately 210,000 individual members 
9 
10 
belong to 
11 
12 326 autonomous Credit Unions, each 
with a common bond of association 
13 
14 Va 
20 of these belong *Each of .these 320 of these belong 
1 Omer e Cred t are members of —= tO 4B4 Ge Central 
5 nion League the other Credit Union 
16 
17 \ 
elongs to Belongs to Belongs to Canadian 
ational National Co-operative Credit 
ssociation Association Society CAGEG.Sn)) a 
f Canadian of Credit national organization 
19¢redit Unions Unions (CUNA) 
NACCU) a an international 
20 tanadian organization 
Organization 
21 
22 
23 
24 
25 
26 
ai 
28 
29 
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1 
ROYAL COMMISSION ON BANKING AND FINANCE 
2 
SCHEDULE 1 (b) to Brief submitted 
3 by B, C, Credit Union League 
4 
FUNCTIONAL DESCRIPTION 
5 
AUTONOMOUS CREDIT UNIONS 
6 
These are incorporated under the Credit Unions Act 
7 of this Province, Details as to their numbers according to 
8 type of common bond and size appear in Schedules 2 and 6(b), 
9 B. C. CREDIT UNION LEAGUE 
A co-operative association whose members are all 
10 
credit unions; has the following principal objects; 
11] (1) The promotion of useful legislation; 
12 (2) Assistance in the practical application of legislation; 
13 (3) Assistance in bookkeeping and accounting; 
(4) The pooling of experience; 
14 
(5) A trouble shooter; 
15 ' 
(6). A.source.of, supplies, 
16 (7) Officer and member education; 
17 (8) The preservation and extension of the credit union idea, 
(Education and public relations) 
18 ee! 
CUNA (Credit Union National Association) 
19 This is an international organization originally 
20 brought into being as an association of State Leagues of credit 
g 8 
1 unions in the U,S.A, but subsequently expanded to include 
Canadian Provincial Leagues and Leagues in other countries. 
22 
Its chief objects are advisory, educational and promotional, 
“ad In the United States it also performs the function of the 
24 promotion of useful legislation, 
25 NACCU (National Association of Canadian Credit Unions) 
WACO UNG OFS 8 8 Oe eee ce ee ena 
6 This is a recently formed association of Canadian Credit 
Union Leagues incorporated under the Companies Act of Canada, 
27 
28 
29 
30 


$5A snoin tibe1) sdt tebau boistogrooni 918 seeiT 


{ - of ghibrosos etsdmun tiont oF as alisfad .somtve1td 2idt to 


SUPA MOM TIOAIO .O 28 
tis ote 2xrsdirem seofw noidstoozes sviisteqo-09 A 

:etostdo Isqtonizg gninvoLlot oft es ;enoiny tkbsts 
-noitsteigol iutezn to noitemozg oT $2? aoe 

snoisaletgst to nottsoilqgs Issttosag oni mi gonetateezA (S) 

sgnismooos bos giiqoswstood ak somstatezA (E) 

reanoireqxs to gailoog sfiT (4) 
.setoota etdyors A Ce)” 
| -egitqque to gomoe A 8) aa 
apinesiaee todmem bis 1s92t20 (YT) 


.sobi noinwy ttbsts sft Yo notenetxo bas notisvisze2q efit (8) 


(enoiteiet otiduq bne noltsouba) 
(notisioozeA LenottsV nornU fibexD) AMUD Rae 


ylisnizizo noitssimasgto ignoitsnzotat Be, ee aidT 

4 tiboxs to 2eeugssd otst2 Yo noltsisoe2s nf ee gnitsd ofni tdgword 
sbutont ot bobusaxrs yvitmenpoadve tud .A,2.U seit at shee 

i a . ,aetiinues resite mi esuygsel bas zougsest Isiontvord nstbsasd 

‘ sisnoitomord bas Isnoitsoubo ,yroetvbs sts edosido Yotdo atl 

| grit to mokioaud oft amzotzeq oels Ji estst2 hetinU oAt al 

r a2 | ~fotisizigel luIser to noitomo1g 

| PZ Cenoin tibeaO osibsnsD % noitstooezA tsanortsv) VJOOAM 
$iberO ngkbans) Jo noiisizozes bomiot ylinsosi s et eit 


~sbsrsD to toA esinagqmoD eft rebhou bsistoqroon? zougss rio rau 


ee Ai T 
Ree a ee ee 


) ASS? Se So, 


29 


30 


Nethercut & Young 
A71 


4 ra y G ia 
Torente, Ontaric Schedule 1 (b) 


for the principal purpose of representing Provincial Leagues of 
Credit Unions in Canada in representations to Governments and 
governmental bodies and agencies and dealing with peculiarly 
Canadian problems, The English speaking credit union leagues in 
every Province except Ontario, New Brunswick and Newfoundland 
are at this date members, It is expected this organization 
will ultimately perform the same functions in Canada as CUNA 
does in the U.S.A, 
B. C, CENTRAL CREDIT UNION 
This is a credit union incorporated under the Credit 
Unions Act of this Province and registered under the Canadian 
Co-operative Credit Associations Act of Canada, Its members 
are principally credit unions although it has also certain 
other corporate members who are organized in accordance with 
and carry on business on the basis of co-operative principles. 
In Central the credit unions pool their surplus and liquid funds 
to assist each other in accordance with credit union principles, 
It has the following principal objects: 
(1) A depository for surplus and liquid funds of credit unions; 
(2) A source of funds for credit unions, and an instrument for 
the investment of surplus funds in government bonds and in 
loans to co-operative bodies; 
(3) A clearing house for "chequing” services; 
(4) <A business consultant and source of economic information 
for credit unions; 


(5) The promotion of sound practices amongst its members, 


C.C.C.S. (Canadian Co-operative Credit Society) 


This is a national credit union to which the four major 


English speaking Centrals (or Provincial Co-operative Credit 
Societies) in British Columbia, Saskatchewan, Manitoba and 


Ontario belong. Initially it was designed to serve as a 


a eS | 
ry ; Venda eS 


; ry 
30 eougeol Istonivert gritnsze2gsx lo s20q3ug isgiontaq ae 10> 


> 


bre efmemrievod of enoitsineastqs: ni sbhgnsd ai anoinU $tbs1d 
yitsiiuseq Miiw gniissb brs zetotege bits 2gtbod Isinoemmisvog 

ni sovasol mnotnu tibers gnitseqe tektond oT ,emeatdoig nsibenso 
bisibavotwe% bis doiwery1d wovi pottsta@ 3goox8 sonive1d Yisvs 


sBktasings1o eit botoogxs ef $1 jenodmom stsbh eidd ts 978 


AMUD es sbetsO ni eno®tonut omse afd mroiisg yistemitiu tliw 


AcE 


A, 2,U sft ni es0b 
MGIME TIGSHO JAATVAD .O A. 

$ibesD 6ff tsbnu bStstegioont noiny tibew> s ef ert 
ngtbens? oft tebstr bovedetget bra somivext eid? Yo 75A eno EnU 
eisdmem 2+1 .sbsasD Yo t5A enoitsisoted tibetD sv itsrsqo-00 
nistve> oefs eBd ti Aguontis enotny tibero ylisqionizdq S18 
dtiw gotsbioo5s mi besinsgio ets ofw exsdmsm sis19qz05 tento” 
»2elqtoniag evidsrsqo-05 to eiesd orlt no e2enteud no ytis> bits 
abniyt biuprl bone euiqive rey Loog andiny tiers odd LettmsD at 


»esiqkoning noiny tibexd ditw songbtos2e ni tote fos Jereas of 


| 
| 
i 
; 
i 
| 
| 
i 
-ebostdo Isqtonizq griwollei oft es tt 
-anoinmt ¢ibss> Yo ebrtit bkupil bas aviquue wo% yrottaoqsbh A (1) 
tod tnomatent ms bas ,enokay tiboxo 102 ebitwi to so moe A (§) | 
| nt Bae ebtied tromrmovog ni ebnut eviquye to inorieovnt arid | 
-agibod evistsrsqo-bo oF ensol | 
5 } 
Db -eooivie2 “guinporio' 202 sevon gntassis A (6) 
noitkmtotni simonoss to go1mo0e bes tnstiuenos ezenteud A (h) 
a senoinuy tibsx1s 10% 
eerodnsm 2ti tegnoms essitsetq bnuoe to notfomotg sit (@) 1 
| (yjeioce tibs1) svidszeqo~09 netbsnso) .?.9.9.9 
j 26am quo off dottiwiod moiny 3rbeto Isnobisn 2 ei 2tdT 
} _tibea2 ovVitisieqe-00 Isionivord bay afettaisd ghitesqe netignd 
1 


brs sdotinaM ,mewetotexese ,sidmlod reitiad mi (esttoisoe 


& 28 Sv1s2 OF bengteob zaw ti yileitial «gholsd otisinO 


oe ale a eee ne 


Nethercut & Young 


Terente, Ontaric 


AT7e2 
1 Schedule 1 (b) 


3 national co-operative credit organization through which Provincial 
Central Credit Unions could pool their funds in a manner similar 
to the way in which B, C, Central Credit Union operates provin- 
cially, It is incorporated by Private Act of the Parliament of 
Canada and operates under the Co-operative Credit Associations 

7 Act, Due to certain limitations in that Act, which have made it 


8 difficult to perform its functions as originally envisaged and 


also made it difficult for Co-operative Credit Associations in 


other provinces to join (requiring a Private Act), its operations 


have been restricted, 
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SCHEDULE 2 


ROYAL COMMISSION ON BANKING AND FINANCE 
SCHEDULE 2 
TO BRIEF OF B. C. CREDIT UNION LEAGUE 


COMMON BOND OF REPRESENTATIVE CREDIT UNIONS 


CREDIT UNION 


Urban Community 


(a) South Burnaby 


(b) Nanaimo & District 


Association 


(a) Canadian Legion Br. 2 


(b) 


International House 


el. Rural Community 


(a) Hornby Island 


(b) 


Richmond Savings 


Occupational 


(a) Vancouver Federal Employees 
ALIS Micaklat hy teks 
Racial 
(a) Edelweiss 
Cb Be Gy UnLtry 


COMMON BOND 


Persons and their immediate families 
resident or employed in the section 
of Burnaby, bordered by 10th Avenue 
on the east, the north arm of the 
Fraser River on the south, Boundary 
Road on the west and Burnaby Lake 
line of the B.CJEAR] on the) north: 


Residents within eleven mile radius 
of Nanaimo Post Office. 


Members and families of members of 
Canadian Legion Br. 2 


International students attending the 
University of British Columbia and 
associates of International House 
Association. 


Members of the communities of Hornby 
and Denman Islands. 


Any resident in the municipality of 
Richmond. 


Employees of the Federal Government in 
Vancouver and their families; and em- 
ployees of the Vancouver Federal Em- 
ployees Credit Union and their families. 


Employees of the Canadian Pacific 
Express Company, Canadian Pacific 
Railway Company, and Canadian Pacific 
Steamship Company of Vancouver, B. C. 
and their immediate families. 


People of German extraction and their 
immediate families resident in the 
Greater Vancouver area. 


Members and associated members of the 
Association for the Advancement of 
Coloured People and members of their 
immediate families. 
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COMMON BOND OF REPRESENTATIVE CREDIT UNIONS SCHEDULE 2 
3 
4 6. Parochial 
(a) St. Pathikokis Members of St. Patrick's Catholic 
Parish, Vancouver, B. C., and also 
5 from other Catholic parishes in the 
Vancouver district, provided there is 
6 no parish credit union in the applicant's 
own parish. 
7 (b) St. Mary's Anglican Members of the congregation of the 
Anglican Church of St. Mary the Virgin, 
8 Sapperton. 
7. Rural - Predominantly Farming 
9 GO hues Members of the Otter District Farmers 
Institute in the lower Fraser Valley 
10 and their immediate families. 
(b) Mt. Lehman Residents in the district bounded on 
11 the north by the Fraser River, on the 
south by the International Boundary, 
12 on the west by the western boundary 
of Matsqui Municipality, on the east 
13 by McCallum, Downs and Glenmore Roads. 
8. Rural - Predominantly Fishing 
14 (a) Queen Charlotte Islands Bona fide residents of the section of 


Central Island as follows - from the south 
boundary of Lot 253 to Cape Ball 
and to the west coast along the south 
boundary of New Massett Credit Union. 


(b) Bella Bella Residents of the Bella Bella District. 


9. Rural - Predominantly Lumber, 
Logging or Logging Products 


(a) Alberni & District People who, in the Alberni District, 
form a group of the following des- 
cription, namely - residents of the 
Alberni District who reside within a 
radius of fifteen miles of Port Alberni. 


(ob) Port Mellon Industries Any person employed by any industry 
located at Port Mellon, B. C., or any 
resident of Port Melion, B. C., and 
their immediate families. 


O. Rural - Predominantly Mining 


(a) Sullivan Concentrators Employees of the Consolidated Mining 
and Smelting Company and their depend- 
ents, and those of the Sullivan Con- 
centrators and operations connected 
with it. 


(ob) Riondel Employees of the Bluebell Mine and 
residents of the Riondel District. 
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COMMON ,BQND .OF REPRESENTATIVE CREDAT .UNIONS ‘SSGHEDULE 2 


NUMBER QF CREDIT UNIONS BY TYPE OF COMMON ,BOND 


pO 5 uel US Sie) OmOw 


Urban Community 24 30 35 
7 Rural Community 45 67 64 
8 Occupational Cae 137 137 
Parochial and Racial il) 24 29 
Rural and Farm 14 17 23 
Rural and Fishing vig 1B! 13 


11 Rural and Lumber 6 8 ins 


Rural and Mining 6 10 ile 
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SCHEDULE 6 = (b) 


8 ROYAL COMMISSION ON BANKING AND FINANCE 


TO BRIEF OF B. C. CREDIT UNION LEAGUE 


10 Comparison of number of credit unions by size, 1951, 1956 and 1961: 


11 CREDIT UNIONS BY ASSET SIZE 
1951 1956 1961 
Less than $ 25,000 101 102 83 
13 50 ,000 29 56 43 
100 ,000 31 46 68 
14 250,000 24 45 53 
500 ,000 6 27 34 
1,000 ,000 - 5 17 22 
over 1,000,000 2 11 | 24 

16 ; 


TOTAL 198 304 SieA 
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SCHEDULE 7 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE 7 
TO BRIEF OF B. C. CREDIT UNION LEAGUE 


ILLUSTRATIONS OF DAY TO DAY ASSISTANCE BY CREDIT UNIONS TO MEMBERS 


On January 2nd, 1962 the B. C. Credit Union League sent out a 
circular to all credit unions, requesting examples of some of the ways in 
which credit unions have been of assistance to their members. The following 
instances have been taken from their replies received to date: 


1. A man, whom we shall call Frank Smith, had been in the feed and fertilizer 
business and things went from bad to worse. When he wound up the business 
he found himself owing several people and he was facing bankruptcy. Our 
Credit Union lent him $2,700 on April 5, 1960 and paid off all of his 
debts and five of the creditors co-signed the note. 


On December 11, 1961 he had reduced his debt to the Credit Union by 
$1,139, also his savings have increased from $5.00 to $96.00. He now 
is well on the way to getting out of debt. 


2. A Mr. Emil H. came to Canada from his native Denmark. He worked ina 
large sawmill for awhile, but he felt he was not making much headway. 
With his education he was able to enter teacher training college, but 
with a family of two there was a financial problem as well as fees for 
the course. He came to our Credit Union and borrowed $2,000 to keep the 
family and himseif for the length of time necessary to take the course, 
and he was able to get four citizens of the community to co-sign for him. 
He is now in his second year of teaching and is gradually redtcing the 
loan and preparing to take a course in summer school this coming summer. 
Without such help as this he would not have been able to get the training 
he needed and care for his family as well. 


3. Mr. Dick W. is a young man with a wife and four small girls. He badly 
wanted his own home. So he borrowed a progressive loan in two successive 
amounts and got the money as he needed it and as the house progressed, 
doing most of the work himself, borrowing $5,000 in the two amounts. He 
now owes $2,237, having paid off $2,700 over a period of five years and 
his home is liveable, although still to be finished out the outside. 

But he is very happy with his progress and grateful to the Credit Union 
for being able to borrow'the money on terms he could handle. 


4. B. C. Credit Union League, 
Rm. 14 - 96 E. Broadway, 
Vancouver JO, B. C- Jan Le a Loos 


Gentlemen: 


Ladysmith & District Credit Union has been my guardian angel. 


In 1955 I was involved in a highway fatality through a freak accident 
and, being absolved of criminal blame, I had a civil action against me. 
On advice of my legal counsel who advised me to settle out of court, if 
possible, I approached Ladysmith & District Credit Union for help. There 
was the possibility that I may have lost my home and everything in it if 
damages had been awarded to the family by a court decision. 


My counsel was successful in getting an out of court settlement of 

$5,000 and the Credit Union came to my aid by loaning me the $5,000 and 
, 

$500 for lawyer's fees. 


I am certainly very grateful to the Credit Union and, although it will 
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SCHEDULE 7 


4] take me about seven years to pay this off, still I can manage the monthly 

payments and have my home and peace of mind. I have volunteered this true 
5 story of my own free will in the hopes that it will be an example of what 
the Credit Union movement can do for someone else. 


6 Yours Sincerely, 
Mie lise ce Mi, 


A new member came to our Credit Union office in the spring of 1960. He 
had been working for a construction company in the Okanagan but had been 


533 unemployed during the winter months. Because of his type of work he had 
purchased a trailer from the finance company for his wife and two small 
children. 

9 


He was fortunate enough to find steady employment in our district but by 
this time was hopelessly in debt, or so it seemed. He was about to lose 

10 his trailer and he also owed various small amounts including some medical 
bills and creditors were pressing him. 


11 After a long and helpful discussion with our member we loaned him $2,000 
to clear off his trailer and the various debts as well as cash to put 
12 him on a cash basis. 


The member agreed to repay this amount at $100 per month and has not 
13 missed a payment in almost two years. On occasion while in the office 
he has expressed his sincere appreciation for the help the Credit Union 
gave him and for the helpful lesson to always keep your borrowings in 
14 one safe friendly place. 


6. A young couple had been married for almost ten years but never had the 


15 finances to purchase a home of their own. 
Then we formed our Credit Union in our small community. When we had 
16 reached the point where we could loan them a sizeable sum they purchased 
an older home quite reasonably and moved into it. They very conscien- 
17 tiously repaid the loan and now’are planning to borrow again to build 
a room into their home and also for some other improvements. 
18 They are very proud homeowners and are’ Sincerely grateful to the Credit 


Union for helping them to help themselves. 


19 7. As our bank is 18 miles away pay day for our men always presented a 
problem. Since the formation of our Credit Union we have brought extra 
20 money from the bank to cash our members" payroll cheques. 


8. During 1961 our Credit Union has loaned a total of $13,000 for home im- 
pAl provements, These improvements are. very noticeable in our small com- 
munity. The Credit. Union was exactly what our town needed, while many 
homes had been going, backwards we now have proud homeowners who are 
pleased to say "we did it on a Credit Union Loan” 


Also during 1961 we loaned $31,000 for purchase of land and buildings and 
for construction of new homes. As a homeowner generally is a solid, 
reliable citizen and a much happier citizen, we are very proud of our 


24 record. 


9. We think the following will serve to illustrate how our Credit Union has 


25 helped one of its members and, more important, shown him how to help 
himself: 

26 The member, #183, worked on shift work at a large industrial concern and, 
prior to his joining the Credit Union, worked midnight shift one week in 

| four. On more than one occasion his foreman discovered him asleep, a 
disciplinary offence, and besides this he had a not-too-enviable record 
of absenteeism due to sickness. 

While investigating the reasons for this situation, the shift foreman 

29 
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uncovered the fact that the man was in such straightened circumstances 
financially that the man was trying to work at other employment besides 
his regular job; "moonlighting’’ is the popular term - and the strain of 
doing two jobs, coupled with the worry connected with his finances, was 
working a very real hardship on his health. 


His foreman suggested that he contact the Credit Union Manager, outlining 
his difficulties and ask for advice and assistance. This is. what was 
found to be his position: 


(a) debts totalling $1,480.00 including three loans from "friends", one 
of whom was a loan shark; 


(b) he had cheques in circulation totalling approximately $100 for which 
he had no funds to covet; he was redeeming these by making deposits 
to cover one with funds realized by cashing a second; he covered 
the second by cashing a third, etc.; 


(c) rent and groceries were costing about $230 monthly; 


(d) he had had one garnishing order against him already and another one 
on the way; 


(e) he had been married about six months and his wife was ill. 


Against this he was earning a total income of about $570 per month for 
which he was working forty hours weekly at his regular job and about 
forty hours at the second. He had no savings of any kind, and no life 
insurance. The banks were not willing to advance him any loan, and he 
was already paying a large loan to a finance company. 


The Credit Wnion Manager suggested that he join the Credit Union, and 
that he turn over his entire pay to the Credit Union to be placed ina 
deposit account. This was done. Each pay day the Manager gave him 
enough to bey groceries and pay the rent. The rest went to bills and 
Savings. In time, a loan was made to pay off his most pressing debts. 
When this was paid off, another one was made to cover the rest of his 
creditors. His creditors, knowing that his debts were being looked 
after by the Credit Union, were content to wait longer thas they would 
have if such had not been the case, 


He was able to quit his second job after five months from the date of 
joining the Credit Union. 


Today, nineteen months later, this man has maintained a. good record of 
attendance at work and his standing with his employer is good; he has 
$545 in life insured savings; he maintains a car for himself and one 

for his wife (both of these are old ones but transportation nevertheless); 
he made a down payment on a house and furnished it with a credit union 
loan. His house has extra living quarters which give him an income of 
approximately $100 monthly. He owes nothing on his furniture to any 
other store or institutiom, and he has no other debts. He handles his 
own pay cheque and maintains his deposit account for monthly expenses. 


This member has only praise for the manner in which he was assisted by 
the Credit Union and helped to help himself. He has made use at various 
times of the accommodatton loan account and the extension provisions re- 
garding his main loan. He feels sincerely that the Credit Union is the 
only organization which could, or would, render him the help he needed. 
Through it, he fas repaired his shakey financial position and placed his 
family affairs on a sound basis. 


He says (in his own words) "the Credit Union is the only outfit which 
placed any trust at all in me and, without it, I would only have con- 


tinued to go backwards” 


An elderly widow, resident of our town, passed away and, although there 
waS a small estate after probate of the will, there were no funds im- 
mediately available for funeral expenses. There are no local funeral 
directors and it was necessary to have the coffin shipped in, (C.0.D.), 
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for burial the following day. This was after banking hours, and the 
bank manager, at that time, had an unhealthy opinion of any prospective 
borrower without tangible security. This was quite a plight for the 
bereaved, and although they were mature men and women, were unable to 
raise the necessary $250. The Treasurer got two of the Credit Committee 
together and a loan was arranged (which has since been paid). 


A lady member of our Credit Union lost her husband recently. He had als 
been a member of our Credit Union but did not carry any insurance. His 
wife was left owing a number of small debts which were of great’ concern 
to her as she was continually being phoned or written to, and she found 
she could only pay on one or two each month. 


One day I met this member and asked her how she was getting on. She tol 
me about her predicament and I asked why she didn't come to the Credit 
Union office to apply for a loan. She seemed very surprised to find tha 
the Credit Union would even consider making a loan on her smali income. 
The following day this member applied for a loan and at the next Credit 
Committee meeting it was approved. Cheques were sent out to all her 
creditors paying off her debts which amounted to less than $200 in total. 
This has since been paid in full to the Credit Union but the member says 
she will never forget how the Credit Union helped her in removing some of 
her worries at such a trying time. 


This was an incident that happened some years ago but is one of the most 
memorable in our Credit Union. 


A young veteran came into our office one day in very desperate circum- 
stances. He was working at a low paid job, had a wife and two young 
children. His wife had contracted tuberculosis and was bedridden. She 
was at home with no one to look after the children and they were con- 
tinualiy around her bed and.running the risk of contracting her disease. 


The man knew his wife should be in hospital but he had no one to look 
after the children and no money to pay anyone. He wanted to send for his 
mother-in-law in the old country but had no money to do so. He said he 
had tried to seek help anywhere he could think of but could find no one 
who would lend him money in his circumstances. He also said very serious 
ly that he was at the point of turning to robbery and that we were his 
last hope. 


As ours is a veterans' organization he received a very sympathetic hear- 
ing and one of the prominent members loaned this young man enough money 
to join our Legion and our Credit Union. An emergency meeting of the 
Loan Committee was called and one of our members co-signed a promissory 
note for this new member. 


His loan was quickly put through and a housekeeper was found immediately 
to keep the children away from his wife until such time as she was ad- 


mitted to hospital. 


The mother arrived and the wife was taken to hospital. It was later 
found that the children had shadows on their lungs and they were taken 
to the Children's Preventorium for a short period. 


We feel that his was one incident in’which the person had tried every 
place he could think of for help and could only find help and understand- 
ing in the organization that is founded on such ideals. 


In August, 1961 the member made application for a loan of $3,800 for the 
purpose of building an addition to his home. During routine processing 
of the loan application, the Treasurer found the member's indebtedness 
Tofve’: 


(a) first mortgage on home held by a mortgage company, approx- 


imately $4,000 
monthly payments $61.00 
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(b). second mortgage, private, approximately $2,728.45 
monthly payments $41.00 


(c) to finance company, approximately $3,150 (which 
included interest charges of $946) 
monthly payments $90.00 


(d) to Hudson's Bay Company, for household 
furnishings $569 
monthly payments $27.00 


Total amount committed to monthly payments $219.00 


The member ig 29 years old, is married and has four children ranging in 
age from one to seven years. He is a salesman with an income of approx- 
imately $400 per month. 


The Treasurer pointed out to this member that such an amount committed to 
monthly payments left hardly enough to cover living expenses of his family 
and he was in no position to assume payments on another debt. She pro- 
posed talking over the situation with the member and his wife in their 
home. 


During her visit to the home the Treasurer found, among other things, that 
the wife was being treated by a doctor for a nervous condition brought on 
by worry over the family’s financial situation. After some hours of dis- 
cussion and counselling, a plan was worked out with the full agreement of 
the member and his wife, details as follows: 


as the children are still very young, installation of bunk beds at a cost 
of $125 to $150 would meet their needs as regards sleeping accommodation 

for some time to come and there was no real need for a $3,800 addition to 
the home at this time; 


this Credit Union would grant a loan to pay off the second mortgage, the 
finance company account and the Hudson's Bay Company account, taking as 
security a second mortgage on the home which was appraised at $13,000, 
monthly payments to be $85. Monthly payments now made by the member total 
$146 ($61 on first mortgage and $85 on Credit Union loan); 


in paying off the second mortgage and finance company account, reductions 
of $261.74 and $875.90 respectively were obtained which will go a long 
way toward paying the interest on the Credit Union loan; 


the member brings his pay cheque into the office every week, taking $35 

in cash to cover: food costs of $25, pocket money for himself and his 
wife of $3.00 each and $4.00 for gasoline for the family car. The balance 
of the pay cheque is deposited in his chequing account and from this pay- 
ment of mortgages, phone, light, fuel oil, etc. is made. 


The family receives every month a family allowance cheque of $24.00 which 
is deposited in the member's savings account. This represents the first 
savings the couple has made since their marriage. 


Adoption of this program brought benefits which were apparent almost 
immediately. The member is happy and confident that he can cope with his 
financial situation. The wife's health improved so rapidly that within 
two months she felt able to take a part-time job, working three hours in 
the evening when her husband is home to take care of the children, Her 
wages are reserved to meet miscellaneous expenses. 


This is just one of many experiences our Credit Union has had in applying 
the basic principle of the Credit Union movement - "to help the member 
help himself". 


The wife of one of our members dropped in to enquire about the cost of 
credit. This lady had noticed that they were paying over ‘$6.00 interest 
on an account of $518 with one store and $4.00 interest on an account of 
$399 at another store, while the interest on their loan of $1,124 from 


the Credit Union was only $8.59. 
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She saw that it was costing $10 for the credit of $917 from two stores 
while their Credit Union loan of $1,124 was costing only $8.59 a month. 
It occurred to her that there might be a real saving in interest, if they 
borrowed from the Credit Union to pay off the stores. 


This family was paying $100 a month on the three accounts and were pre- 
pared to pay that much on the total loan from the Credit Union. This 
meant that they would be able to pay off $4.00 a month more on what they 
owed without increasing their payments. 


In May, 1961 our Manager was contacted by a local insurance salesman with 
a request that we try to help a man who was in his office. On being 
interviewed the man, who was extremely distraught and desparate, explained 
that, after having paid $2,500 on his $3,500 home over a period of 5 years 
he was about to be foreclosed and lose everything because he was tempor- 
arily unemployed and could not make his payments. He also owed a finance 
company $500 that he had borrowed to cover the back interest payments 
owing on his mortgage. Investigation indicated that the proximity of the 
man‘s property to the new highway had increased its speculative value and 
the mortgage holder had badgered and bullied the man and his wife contin- 
ually to sign a quit claim to the property. The man was practically in- 
coherent from worry and frustration from trying to raise the money at 
other business places and from friends. Our Credit Committee obtained a 
credit rating which indicated that the man, though ill-educated, untrained 
and employed intermittently, was a good risk and owed no large number of 
debts. They approved a loan application, paid off his house and other 
accounts and obtained title to his property as security. His total loan 
of $2,000 is repayable at $40 per month plus $10 to his share account. 
The man got a job the next week, has worked steadily ever since and his 
payments are very regular and even paid in advance. He now walks with 
his head up and a firmer step. 


A young working girl, referred by a member, owed a ladies clothing store 
about $50 on time payments. Her payments of about $15 per month were 
being continually offset by finance charges of about $5 added on each 
month and she felt she would never get it paid off. We loaned her enough 
to pay out the account, at repayment terms of $15.00 per month plus in- 
terest and $2.00 to her share account. She is now on her second loan 
(for Christmas expenses) and she continued her savings during the time 
between loans. She now borrows here when she needs money and saves 
regularly, something she had never done before. 


A young department store assistant manager, transferred here from another 
town, wife pregnant, and just enough funds to pay one month's rent on an 
unfurnished house, had no furniture at all. The Credit Committee obtained 
a credit rating and advanced him $200 loan for purchase of household fur- 
niture: loan repayable at $15 per month including interest and $2 to his 
share account. He makes payments regularly and has a growing savings 
account, 


Elderly man, over 70, purchased a small home for retirement and used all 
savings finishing it up. Only income is old age pension for self and 
wife. Needed $200 to install gas heating. Could get no credit at all 
due to age. We loaned him the $200 with his son as co-signer. Payments 
now in advance of due date and they have a comfortable home for their 
last years. Payments $10 per month plus interest. 


Our only Canadian Indian member, due to a large family, living on the 
Reserve and poor use of credit in the past, could get no local credit 

for purchasing new furniture for house he was building. After checking 
employment (10 years on same job) we advanced him $200 to buy furniture. 
No security. First payment made before due date. Payments $18 including 
interest and $2.00 to share account. He is now Saving as well as re- 


paying his loan. 
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Young married teacher with three children, fired from two teaching jobs 
because of garnishees. Total debts over $3,000. Referred to us by his 
minister who advised us that the man’s wife was on the verge of suicide 
from worry and depression and undernourishment from constant browbeating, 
threats and bullying from creditors and from spending too little of the 
family income on food in order to pay more on debts. .A lot of his debts 
were partial consolidations with various finance companies with exhor- 
bitant add-on charges. This man (a good teacher and an immigrant from 
England) and his wife were impulse buyers, poor shoppers and woefully 
ignorant of family financing or any financing. Because of the complexity 
of his indebtedness and his own general vagueness (caused possibly by 
worry), the Credit Committee at first turned down his application. After 
a further request by his minister, who is a good Credit Union member and 
who had offered to co-sign, and a two hour visit to their home by our 
Manager who laid the facts of life on the line, our Credit Committee 
agreed to take the risk and approved up to $3,000 according to the se- 
curity he could produce. With numerous co-signers, a chattel mortgage 
on everything he owned and a 100% salary assignment from his employer, 

we paid out $2,500 of his accounts repayable at $75 per month including 
interest plus $5.00 to his share account, the balance of his salary into 
his chequing account with us where we can keep track of his spending. 

He has now moved into a cheaper house with cheaper heating closer to his 
work and his employer is quite happy. This man also holds up his head 
now and his wife, aS you can guess, is. more than grateful. We paid out 
26 accounts for bite on which the payments per month totalled half, again 
as much aS his monthly salary. 


A young girl working in a very low paid occupation needed $100 worth of 
dentai work done. The other financial institutions were too expensive 
for her. We loaned her $100 for the work on her mother's signature as 
co-Signer, repayable at $9 per week including interest plus $1.00 to her 
share account. 


This man, young, married, one-legged compensation case, had a small shoe 
repair business and was about to be foreclosed on his shop equipment for 
being behind in his payments. He was referred to us by the Compensation 
Board Rehabilitation Officer who is a credit union member in Vancouver. 
After investigation, we loaned the man $1,079 to pay out his account, 
repayable at $75 per month since reduced to $40 per month. 


This story concerns Mr. D. who has been a member of this Credit Union 
since it was formed. Mr. D. had never been a very large shareholder but 
he had always been a good borrower, In January of 1960 Mr. D. borrowed 
the sum of $200 from the Credit Union which, added to his existing loan, 
brought his total to $2,267. On February 14th he had a heart attack and 
was confined to hospital and home for six months. At that time the 
Credit Union had Temporary Disability Insurance coverage and CUNA Mutual 
Insurance Society paid us $375 which amount was credited to Mr. D's loan. 
Mr. D. was able to return to his work and made two payments on his account 
and then suffered another attack. This was severe enough to cause his 
emplover to terminate his employment on pension. The Credit Union made 

a final claim to CUNA Mutual Insurance Society under our Permanent Dis- 
ability coverage and on January 17, 1961 we received their cheque in the 
amount of $1,916.42 to pay in full the loan that we had granted to Mr. D. 


Mr. Alfred H. was charter member number 25 of Iovan Credit Union, which 
was established in 1944. At that time he was 25 years of age, married 
and had one child. He was employed as a truck driver, earning normal 
wages. However, his family continued to grow and with additional respon- 
sibility it was necessary to borrow money for various emergencies. He 
was fortunate that he was a member of Iovan Credit Union since money was 
available at reasonable interest rates. 

Mr. H. was a veteran of World War II and had suffered some internal in- 


jury While he was always able to receive medical care in this respect 
at Shaughnessy Hospital, it created certain hardships. He would have been 
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unable to receive insurance for these health reasons, yet with the 

Credit Union all of his personal shares up to $2,000 were covered with an 
equal amount of insurance. All personal loans up to $10,000 were covered 
by insurance against death or total disability. 


During the years his family grew and in the epring of 1961 a further son 
was born, making his family total five from the ages of 1 to 19 years. 

He was unable to accumulate a large savings balance with Iovan; however. 
necessity caused him to have numerous loans through the years. 


Very suddenly on May 18, 1961 he had to leave work, due to illness, and 
was hospitalized. Medical authorities were unable to clearly decide what 
the difficulty was; however, he appeared to be suffering from a form of 
leukemia. 


On July 30, 1961 Mr. H. died, leaving his wife and family with a small 
home. His wife would have many more years of responsibility. Fortunately 
he has worked for a good employer through whom he had participated in 
various plans such as Survivor benefits, group insurance, and a savings 
plan, 


At the time of death he had shares of $451.25 with Iovan and an outstand- 
ing loan of $1,302.93. Instead of owing a net of $851.68, under the 
Credit Union insurance coverage his loan was wiped out in full and his 
widow received a cheque from Iovan Credit Union for $902.50 - made up by 
his share balance and the insurance on his shares. 


This is briefly the story of a man who had worked hard for many years to 
provide for his family. Death did not allow him to complete his respon- 
sibility, but due to a good employer and the Credit Union, as a place to 
save and borrow money, his widow is now in a position to fulfill his 
obligations. 
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SCHEDULE 8 


ROYAL COMMISSION ON BANKING AND FINANCE: 


SCHEDULE 8 


TO BRIEF OF B. C. CREDIT UNION LEAGUE 


Stanovan - Vancouver 
Common bond 

Members 

Assets 


Loans 


Van Sun - Vancouver 
Common bond 

Members 

Assets 


Loans 


Van-Tel - Vancouver 
Common bond 

Members 

Assets 


Loans 


NON-AFFILIATED CREDIT UNIONS 


- employees of Standard Oil Company 


444 
$410,000 
$330 ,000 


employees of Vancouver Sun Newspaper 
647 

$630 ,000 

$490 ,000 


employees of Vancouver Telephone Company 
S15 ae 

$2 ,000 ,000 

$1,200,000 


Comment: . waS a member of the League in the early days when it was much 


smaller credit union. 
ship with the League. 


Fraternal Council - Vancouver 


Common bond 


Members 
Assets 


Loans 


Rossland - Rossland 
Common bond 
Members 

Assets 


Loans 


North Thompson Savings 


Common bond 


Comment: this iS a 


Still maintains a very close relation- 


- members of the Fraternal Council which is 


a group of organizations 
67 


$9 000 
$3,000 


community 
A; Oo 
$1,700 ,000 
$1,200 ,000 


- Clearwater 
- community 


credit union recently organized with the help of the 


League. Their application for affiliation is pending. 
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1 
2 SCHEDULE 9 
3 
4 
5 
6 ROYAL COMMISSION ON BANKING AND FINANCE 
SCHEDULE 9 
7 
TO BRIEF OF B. C. CREDIT UNION LEAGUE 
8 
9 1. Four hundred and ten credit unions have been chartered 
in British Columbia since the first incorporation. 
10 Three hundred and twenty-six credit unions are still 
chartered. 
11 
2. Of the eighty-four credit unions whose charters have 
gnty 
42 been cancelled: 
13 (a) fifty-one amalgamated with other credit unions; 
(b) thirty-three dissolved. 
14 
3. From the League files it appears the reason for 
15 dissolutions were: 
16 (a) seven for lack of interest; 
(b) two because of poor management; 
17 
(c) five too small potential; 
18 (d) four because the firm to which they were 
attached closed down; 
19 , 
(e) five community credit unions closed out 
temporarily and subsequently re-chartered, 
20 and are presently chartered; 
1 (f) ten charters cancelled for no stated reason, 
but a combination of the above. 
22 
4. The League is advised by the Inspector of Credit Unions 
that his records show that no persons have suffered any 
23 loss through the amalgamation or dissolution of any 
credit union in British Columbia. 
24 
25 
26 
27 
28 
29 
30 
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Programs Types of Training Programs Numbers in Attendante 
380 Treasurer's assistance in book- 
keeping and office management. 460 
168 Board and Committee meetings 1542 
104 Chapter Meetings (officer training) 2326 
68 Officer Workshops (one day officer 
training sessions) 1650 
40 Treasurer Workshops (staff training) 560 
il Seminar for Credit Union Managers 
(in residence University one week 
training course) 56 
1 Supervisory Committee Night School 
(auditing course for Supervisory 
Committee members) 17 
110 Membership Meetings 
(educational meetings for credit union 
members) 6370 
22 Loss Prevention Education 
(Board and Supervisory Committees) 158 
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ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE LL 


TO BRIEF OF B. C. CREDIT UNION LEAGUE 


1961 TRAINING PROGRAM BY B. C. CREDIT UNION LEAGUE 


Number of 
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Schedule 12 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE, 12 
TO BRIEF OF B. C, CREDIT UNION LEAGUE 


CREDIT UNION RESERVE BOARD 
96 E. Broadway, 
Vancouver. Bi iC, 


Brief Summary of Assistance Granted 


February 2, 2bV0e 


The Board has been able to render assistance to three credit 
unions, which for different reasons have been placed in difficulty and 
have required assistance. 


1. Britannia Credit Union 


This Credit Union was incorporated in 1953, Its membership was 
limited to persons resident in Britannia Beach and Mount Sheer and District 
in the employ of Britannia Mining and Smelting Company and their immediate 
families. 


Quite suddenly the Company, which had mined at Britannia for 
many years, announced that it was closing down operations almost imme- 
diately. That was on February 27, 1958. As of that date the credit union 
had 351 adult members and 165 juveniles, and assets of $108,848.00 of 
which junior savings represented $3,504.00. The outstanding loans were 
$80,673.00. 


As Britannia was a company town, all members were not only 
affected in their employment by the closing of the mine but a great many 
had to relocate. 


The Credit Union paid out the shares of all junior members 
and limited withdrawals of adults to 25% of unencumbered shares. 


In June 1958, before the Credit Union Reserve Board had been 
officially constituted, various credit unions made application for member- 
ship in the Britannia Credit Union and deposited $11,030.00 in share 
accounts, and a further $7,000.00 was made available to the credit union 
from a Trust Fund set up by the B. C. Credit Union League. 


The Directors then set about the arduous task of collecting 
the loans. The members made commendable efforts towards repayment of 
outstanding loan balances. 
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Schedule 12 


In November 1959 and April 1960 the Credit Union was able to 
repay the investments by other credit unions in substantial amounts. In 
August 1960 the Credit Union borrowed $6,000.00 from the Reserve Fund to 
clear off these obligations. The loan from the R€serve Board has now 
been repaid and loan balances in favour of the Credit Union outstanding 
have been reduced to $8,000.00. There appears no doubt that any members 


will suffer by reason of this unexpected disruption of the Credit Union's 
operations. 


2. Kitimat & District’ Gredrt Union 


This Credit Union was situated in the community brought into 
being by the Aluminum Company of Canada in northern B. C. A thriving 
credit union had been established when unexpectedly the production at 
Kitimat was substantially reduced. Nearly 2,000 out of 3,600 employed 
men were thrown out of work. An immediate need for funds by these persons 
to locate in other places resulted in substantial demands to withdraw 
shares from the Credit Union, 


It was expected the Credit Union could have weathered the storm 
had the Reserve Board been in a position to make an interest free loan, 
However, the legislation then existing would not permit this type of 
assistance unless the Board could be certain of 100% recovery. 


The Reserve Board made a grant of approximately $60,000.00 to 
enable the old Credit Union to liquidate and took an assignment of its 
loans likely to be difficult to collect and of its equipment. The members 
of the Credit Union remaining in the district started a new credit union, 
transferring their savings and assuming loans outstanding by persons still 
resident in the district. : 


The Reserve Board has recovered approximately $6,000.00 from 
sale of equipment and collection of loans to date. It is anticipated that 
further recoveries will be made on the remaining loans assigned to the 
Board in the amount of $35,000.00. 


3, Fort Nelson Credit Union 


This is a Credit Union in a growing but isolated northerly 
community in B. C, It had acquired property for its own development in 
a prosperous period, Since then it has suffered substantial share with- 
drawals which made it impossible for the Credit Union to operate and 
re-establish itse!f with so much invested in property. It called on 
the Reserve Board for assistance, The Board found the property to have 
a good market value, but to realize upon it there would be some delay. 
The Board has made a grant of $18,000.00 to the Credit Union and has 
taken an assignment of the property. It expects to make full recovery. 
The Credit Union now with liquid assets should be able to carry on, on 
a sound basis. 


"Dine Wee BENTLEY ™ 


Secretary 
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1 SCHEDULE 13 
2 
3 
+ 
5 ROYAL COMMISSION ON BANKING AND FINANCE 
SCHEDULE 13 

6 

TO BRIEF OF B. C. CREDIT UNION LEAGUE 
7 


Required bonding schedule 
8 applicable to all credit 
unions in British Columbia 


9 Rule 56 of Schedule 2 of the "Credit Unions Act, 1961" being 


a Rule prescribed by the Attorney General for all credit unions: 


"S56. The minimum amount and type of security to be 
11 given for every officer of the credit union under 
Section 36 of the Act shall be determined from time 
to time by reference to the following schedule:- 


12 
Assets of the Credit Union 
13 (less Outstanding Balance Coverage Coverage Coverage 
of Loans Granted by It for A Brandi ac D 
14 the Purchase of Its Shares) 
15 Up to $10,000.00 100% of Assets $1,000.00 $1,000.00 
$10,001.00 to $20 ,000.00 ' 100% of Assets 1,500.00 1,500.00 
20,001.00 to 35,000.00 100% of Assets 2,000.00 2,000.00 
16 35,001.00 to 50,000.00 100% of Assets 2,500.00 2,500.00 
50,001.00 to 70,000.00 100% of Assets 3,500.00 3,500.00 
17 70,001.00 to 100 ,000.00 100% of Assets 4,000.00 4,000.00 
100,001.00 to 150 ,000.00 100% of Assets 5,000.00 5,000.00 
150,001.00 to 200 ,000.00 $150 ,000. 00 7,500.00 7,500.00 
18 200,001.00 to 300,000.00 150,000.00 10,000.00 10,000.00 
300,001.00 to 500 ,000.00 150 ,000. 00 12,500.00 12,500.00 
500,001.00 to 750,000.00 150 ,000. 00 15,000.00 15,000.00 
19 750,001.00 to 1,000,000.00 150 ,000. 00 20,000.00 20,000.00 
1,000 ,001.00 to 2,000 ,0Q0.00 200 ,000. 00 25,000.00 25,000.00 
20 || Over $2,000 ,000.00 200 ,000. 00 25,000.00 25,000.00 
21 Coverage A means fidelity indemnity insurance covering loss due 
to dishonest acts committed by employees. Coverage B and C means 
22 indemnity insurance covering loss inside and outside the premises 


of the credit union occasioned by destruction, disappearance, and 
wrongful abstraction of money, securities, and other property. 

23 Coverage D means indemnity insurance covering direct loss due to 
forgery or alteration of instruments, negotiable or otherwise." 


29 


30 


EOMAALT GHA DADWAS HO KOTZEIMMOD JAYOR 


EL Suds). : etd . 


lionel 
a. 


aUOAGL VOIMU TIAA .2 .A JO AIAG OT ah 
slyberloe githnod betivpsfA 


; d#bots tie oF sidarilaqgs 
pidmdodD. deitivs at anoinn 


gfittsd “2eel , fA enoinv sibe1D" ‘sdt¢ Yo S Ssithetise Yo oe siok 


sanotas tibet> lbs, 201 Intenso yom7oTIA ont yd boditogstq sivA s i 

) 
5 } 
a. sd 03 Yiitnose to oqyd brs Iatvoms munktrim ofT 02%) 1 chp 
| 


| amt? mond bonimretab od iLesia 35h off to Of morjos2 
" aaien abil guiwolleit sit o5 sonene tet yd omit of : ; 


| 
| 

ape gabnu noknn #iber> off Yo tsobTo ytevs 107 fevig I 
| 
| 
+| 


—————— 

| notnd tibexD odd lo etszeA ff 

egstsyoO 9g3eTSvod ag5 1300 sousisd gnibnsteduO e261) 

\ a D3 bis @ d 10% 421 yd botns7D ensod io, 

(esaed2 et1 lo sesdosyd silt 

chet ance a a SC TEEN CCIE AT ICL LT 7 4 

| 00,000,1@ -00,000,1@ ztoezA to KOO! 00.000,0f% of qU 

: G0.002,L 90,002, aeree2A to 00S 00.000,05% of 00,100,012 
00.000;S 00.9000,  ateeeA to x0al G0. 900, 2£ 04 60.100,0S 
0f.002,5 66.00@,8 eteeaA to 400i 00.900, 02 otf 00.100,2€ 

zi GO 8028 sE Of.002,€ atsaeA Jo j00t 00.000, OY o4 GO.L00, 0% 

; 00.000,8  @0.000,8  eteaeA to NOOL 06.000,00L of 60.160, 0V 
00.000, & 90.000, 2 etez2A to dO0L 06.000, Of oF 00,100,001 - 
00.062, 06,008, T 00.000, 0212 00. 606, GOS ot 00.£00,0c1 
00.000; 01 00.000, OF 00.900, Gei 00 000; OE ot 06.£00,00S 
00.00e,;SEt -00.00¢ SL 00.000, Gel 90.060, O0¢ ot 00.100, 008 
GO-O00,CE* OG20GC ce E 05 G00, Ger NO. GOR Oct oF 06.100, 00¢ 
09.006, 05 00.000, 0S 00.600, 025 00.066,G00,t of 00.100, 0¢T 
06:000,%£ 00-000;¢S OG ,000, GOS 00.090,'000,5 of 00.100, 000, i 
00.500;28. @0.000, eS 00-000, 005 00,900,000, se 1370" 


ne meen i i —— ee 


sub e20f antrovos oomszuant yiinmebnt ytiTobid ensom A sgBISVO0 
einen’ O bos & sas1SV09 esoyoiqms yd betiimmos 2iss te snoderb of 
aseimerq S13 sbretvo bis penn dol guitaveo sonsinent yttnmsbat 
bik ,sumszssqqserb (;nortoutiesbd yd ‘benoizess59 noeinaw Fibsts sit to 
.ytragomg t5tiso ite -esitimos2 ,.ygaom Yo nottositeds tn ignoiw 
et sub azol toovatb enirsvoo somsivent yYitamebni enssm f sgsisvod 
* eaiwretito 10 sldsitogen ,etoamparteni Yo neitsietis 20 yrsgial 


Nethercut & Young 


Terente, Ontarie A93 
1 SCHEDULE 14 
2 
3 
4 ROYAL COMMISSION ON BANKING AND FINANCE 
5 SCHEDULE 14 
6 TO BRIEF OF B. C. CREDIT UNION LEAGUE 
7 Schedule showing the extent to 
which credit unions maintain 
liquidity reserves (except cash) 
8 in B. C. Central Credit Union 
9 
Extract from Survey Report, Financial Section, page 60: 
10 LIQUID RESERVE FUNDS ON HAND AT LAST BALANCE SHEET DATE 
11 
AMOUNT OF CASH AND DEMAND 1 YEAR TERM 
12 ASSETS DEPOSITS DEPOSITS BONDS TOTAL 
al $25 :000 81,069 13, 827 3 ,000 97,896 
13|| 25 - 50,000 185,458 45,138 1,900 232,496 
50 - 100,000 349,182 134, 526 il (O21 494,729 
100 - 250,000 576,533 444,139 20 , 343 1,041,015 
14 |l250 - 500,000 546,198 460 ,915 64,850 1,071,963 
500 - one million 838, 433 734,573 29.271 1,602,277 
15 one - two million 561,401 Cy ASS 622 ,492 oon Ons 
over two million 615,641 646,756 ~ 1,262,397 
i 
16 TOTALS 3,753,915 3,211,059 752,877 7, 717,851 
a 
17 
From information provided by the Inspection Department of the 
18 ae as at 3lst December, 1960 (excluding some 27 credit unions not 
iling returns) the figures at that date in accordance with the above table 
19 
Were: 3,739,956 5,052,367 1,297,969 10,090,292 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 | 
30 
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SCHEDULE: 15 


ROYAL COMMISSION ON BANKING AND FINANCR 
SCHEDULE 15 
TO BRIEF OF B. C. CREDIT UNION LEAGUE 


LOAN ACTIVITY QUESTIONNAIRE 


TO: B. C. Credit Union League, 
Room 14 - 96 East Broadway , 
VANCOUVER 10, B. C. 


Please indicate the total amount of loans granted in the undermentioned 
categories during 1961. If possible, this should be for the period ending 
30th November, 1961, but if some previous month-end is more convenient, this 
will be satisfactory; but please indicate at the foot of this form in space 
provided. 


Urgency is of paramount importance. If only 1960 figures are immediately 
available, then please supply these, and so indicate. : 


{a) Consolidation of bad debts $ 
(b) Purchase of private cars $ 
(c) Purchase of commercial cars and trucks $ 
(d) Purchase of household equipment $ 
(e) Home improvement $ 
(f) Purchase of land and buildings $ 
(g) Fishing boats and gear $ 
(h) Medical bills $ 
(i) Other $ 
* Total amount of loans granted in this period $ 


* Figures supplied are for period commencing lst January, 1961 and ending 
last day of , 1961 (or, if otherwise, specify). 


Credit Union 


Address 
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SCHEDULE 16 


BANKING AND COMMERCE 99 


APPENDIX “B” 


BRIEF TO THE COMMITTEE ON BANKING AND COMMERCE, 
PARLIAMENT OF CANADA 


RE 


- FISHERIES LOAN IMPROVEMENT ACT—BILL NO. 452 


nese representations are made on behalf of the Credit Union League of 
the Province of British Columbia which represents all but 4 of the 307. credit 
unions incorporated in that Province. The last financial and statistical r:port 
of the Inspector of Credit Unions for British Columbia shows that the total 
assets of credit unions in the Province at December 31st, 1954 were $35,428,- 
619.64, $27,226,469.89 of this amount represented paid up share capital. This 
may give the Committee some picture of the size of the Credit Union Move- 
ment in B.C. If you compare the present assets with the total assets of credit 
unions in British Columbia in 1952 as shown in the 1954 Canada Year Book 
you will observe the growth of credit unions in B.C. In that year the total 
assets of credit unions in B.C. was approximately $22,000,000.00, this represents 
a better than fifty percent increase in assets in two years. 


Of these credit unions there are approximately eight on the West Coast 
of British Columbia which are predominantly fishermen’s and which from 
time to time lend money on the security of fishing vessels and gear. Of these 
eight there are four of considerable size, the largest is Prince Rupert Fisher- 
men’s Credit Union which at the end of May had total assets of $1,750,000.00, 
$930,000.00 of which was represented by shares and $650,000.00 by deposits, 
the balance being made up of reserves of various kinds. This Credit Union 
has since its incorporation in or about 1940 lent a total of $8,500,000.00 to 
fishermen and their families. In total over 6500 loans have been made and 
of that number only 35 have been written off, in a totalbsum of $7,337.59. At 
present it has $1,470,637.00 out on loan. Of that sum only 2% are 3 months 
or more delinquent in repayment and all loans are secured. None of the loans 
of this Credit Union are secured on real property and a very large percentage 
are secured by vessels ‘and fishing gear. 

The next in size is Gulf & Fraser Fishermen’s Credit Union in Vancouver 
which has total assets of $959,925.00 of which shares total $556,701.00. Since 
December 1941 this Credit Union has loaned $2,520,000.00 of which only 
$4,079.98 has had to be written off as bad debts. I am advised by the inspector 
of Credit Unions that of the $803,000.00 they now have out on loan at most 
1 to 14% could be considered doubtful accounts. In the first 5 months of this 
year 31% of its loans were for the purposes of financing the purchase of boats, 
gear etc. and repairs and only 2 of these loans exceeded $4,000.00. 

There are two smalled fishermen’s Credit Unions on which I have some 
figures available and which are engaged in this type of loaning. Ladner Credit 
Union at the mouth of the Fraser River has total assets of $131,000.00 of which 
$122,000.00 is share capital. It has loaned since 1946, a total of $376,000.00 
and has only written off $1,352.69. Its present loans outstanding are $121,000.00. 
West Coast Credit Union which services the fishermen on the isolated West 
Coast of Vancouver Island has $259,000.00 total assets of which $155,825.00 
represents shares. It has lent $1,300,293 since its incorporation in 1944. While 
its actual write offs have only been $20.74 I am informed by the Inspector 
that approximately 5 to 7 thousand may be doubtful accounts. Its present 
loans are $234,239.00. 
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5 These credit unions lend money on this type of security at the present 


time at 6%. All of them, out of the 6% pay for insuring the loan for the 
benefit of the member. In other words, if the member dies or becomes per- 
6 manently incapacitated the loan is paid off out of this insurance. 

It will be apparent from the above firures that for many years when 
other financial institutions were hesitant or in the case of the banks, unable 


a to grant loans on this type of security, the Credit Unions’ have provided fisher- 
men on the West Coast with loaning facilities. They have done so in large 
8 measure on the security of fishing vessels and gear at very reasonable rates 


of interest considering the fact that out of this low rate of interest they insured 
the loan for the benefit of the member. They have suffered negligible losses. 
9 It is therefore naturally with some concern that the credit unions in B.C. 

have observed that Bill 452 fails to recognize the service which fishermen’s 
credit unions have heretofore provided in this field and fails to give to them 
10 an equal opportunity with the banks to continue to serve the fishermen of this 
Province in just as favourable a position as the banks would be under the Bill. 
If, as indicated in previous debates in this House and in the speeches recently 


11 made in the H. of C. the members’ of this: House have great admiration for 
the amazing pioneering work which the credit unions have done, we of the 
12 Credit Union Movement in British Columbia find it extremely difficult. to 


reconcile this expressed admiration with the proposal not to include credit 
unions as authorized agencies under the Bill. 

13 I am informed that in the House the Honourable the Minister of Fisheries 
in speaking with respect to the resolution stated: 


14 Therefore in guaranteeing loans to the chartered banks we have 
the knowledge that we have very close control over the uses we are 
making of the taxpayers’ monies. On the other hand there are many 

15 hundreds of credit unions across the country which are not under 

Federal control but under varying types of Provincial Legislation. We 

have no way, without intruding in the Provincial field of inspecting the 

facilities and management of these credit unions. I do not think it is 
reflecting on the Credit Union Movement at all to say credit unions are 

17 not quite as stable as chartered banks. Occasionally credit unions do 
get into financial trouble. 


18 This was one of the reasons advanced by the Minister as to why credit 
unions were not included in the Bill. With the greatest respect to the Minister, 
and I might say in the Province of British Columbia particularly in the fishing 


19 industry, the Honourable the Minister of Fisheries is held in high respect, no 
one surely would suggest that just any credit union at all would be entitled 
20 to make loans guaranteed by the Government for the limited purposes of this 


Act and certainly there are thousands of credit unions who would have no 
opportunity to or interest in making such loans. The credit unions which are 
pal interested are those which have in thcir membership fishermen, Hence the 
number of credit unions with which the House would be concerned, if appro- 
priate amendments were made to the legislation to permit loans to fishermen’s 
22 credit unions, would be a relatively small numbcr. 

In the Province of British Columbia, and I am sure in all of the other 
Provinces, the Provincial Governments maintain efficient inspection services 


23 whose primary concern is to obtain constant reports on the financial position 
of credit unions and to exercise supervision and control over them. I have 

24 conferred with the Attorney Gencral for Beitish Columbia and the Inspector 
of Credit Unions concerning the matter of this Bill and the representations 
which I am making here today and I am assured that the Inspector would 

25 both be authorized to and willing to provide the Minister, or such official of 

26 

27 

28 

29 

30 


: rs ae So 


BATTINMOD DUIAMATE 


faorotet ont ds ylinoc2 Yo cayt eid) mo yoror bust enoiny jibor> seedT 


OGL 


add yok mecl off yaisveri rot ysq At odd to dvo shod) Yo HA .Av8 de omit 
-ysq namosed 10 2cib sodeisty odd Hi 2biow sorte af atodimont oft to dforted 
pone went sift to jue Tio bisa 2i ssolont haintionqsont ylirtensm 


now atsoy wism tot indi sot ovods orl mort jevisaqs ed fiw 31 


siden» .pxmed ont to o209 orf} mt ‘to Inatizod otow anoiulBent Usionsnft toro 
woth bobivoiq aver enoinU tiberD of} .viinuose Yo oat 2int ao enrol imei of 
ayisi mi oa srtob oved yodT poitilioa) gntasol dtiw tatoD deoW orft no mom 
vost oftisnoasot yisv Jc te09 bas aleezov ariiriait to witiss2 off no siesom 
havent yorP tastatat te sisi wol aint to Iwo tert fost ont qnirsbienos Jea7ial to. 
aoseot oldigifgen beraNua aved vad? .todevent ofl} Yo disnod aft 10% nepl oft 


ya di enoitty diboio off! der8 axsyctoo omton diiw ylisiwian stolsteddd et HW 


waeisden Hoidw solviea odt oxingovo7 of alist Sch IMA dart bovrozdo ovad 


mend of ovig of alist brs blsit ated} of bebivenq stotoiston oven enoinu 


ifhors 


aif} to norrivdelt ont gyi of suetitnos of enad ad} ditw yiinutodqqe isups fis 
‘THe oft robe od bluow exftoed sdf-2é moitiaog s atdeiovel 26 Yeut nt sontvott 
ylthassi eedosoqa oft ni ban sesoH aint mi asiedeb evotvarq mi boisoibat as 
rot noatinbs tsery Sved sevoll eitif to ‘etodetent sii} .D to HE ond ni sbsrt— 
edt to ow onteb ever enoini Mba orlt Hoitiw drow yoiieonotgq ynissrs aiid 
of Musmtib ylomienxs # bait sidmmwloO Aki mt InsmoyvoM roinU tifs1" 


dibets obyloai o} jon Ireegqota ans diiw folleiimbs beezorqxs vidi ofiomocot 


Hist od} rsban eoionegs bositotive ee encinu 


gaitedtaiT Yo toteiniM od? ofdsiwonotl of osioH ont ai dst bortriotni me 1 


-potsi2 soitgloser ori} oF toaqeet ditiw yoiotssqe nl 


svsd sw edned bowlers ed} oj aneol ynicsineisyy mi otolotsdT 


91g ow ageu oft sovo foxtnos scols yisv over ow tart ogbelwond act 
when sts sted? Sasd reio sit wO .zottomt ‘asoysaxsh of} to Brits © 


sabnu ton ots Aoilw ywiimuoo oft ezoiss enctay fiber lo eborbaurt 
eW .noitsleigod feionivord to eeqyl aniguey wba bud fortes ferebo"t 
adi gridsogant to bof Isionivord ont ot ynibusiat tuorttiw .vew on over 
et ti Amid? ton ob I .edoinw dbs7> ouadd Yo tremoegsagm hes esitilinst 
ate anolas thers vse of is is tromevoM scinU tiboiD enlt mo yritos hot 
ob anoins tibera vilenoiesooO ealeed borotiera ee sidste 2s astivy dort 

iduert Isinranft offi tex 


jibesa ydw. of 2s. tefeintil odt yd baonsyba enoaest ont 20 ono eaw aifT 


visteiniM oft of dooqest teatsety adi AiiW Lise orlt si hebulost joa stow anol 
unideft oft ni ylisttioitiag sidmuioD deiticd lo sonivesd on} ri yea tnuior I bone: 
Om dpagest dui ot blond ai eotrorleit to totaindd oct aidsiuencol ont »witeubat. 
boliiina od bluow fle Je coinu tiber yaa faut isd) deogoue bhiow yisxu7 ono. 
2idd to cox0gttg botiniil ent tot dmomietovedD ofl yd booinswa gnsol soleay of 
on sve bloow orw enetay dibow io ebasavert ows sied? vinisiis brie: joA 
sis doidyw anoinus tiboi edt j2aeei dove ynitem, aideatoint yo of ytinuivoqgo 
ot sanoH nema qidetodmom ‘tiodd ai overl dgidw anon} 915 bajzotaint 
-eqqge ti bornyesrtos od bisow oavoH ort doidw dhiw anoimu dibois to secon 
aroma of eneol Hetoq at motteizino! ort of abamt oo atnombnoms oinitq 

“adnan (erse visvifsler 6 se blow ,anoiny tibat. 


sartto ‘sdf to tin at oie mh T bets .sidreuloD denis to gonivoTa ont al 


soviviog Mbitssqeni those inininm aberommniovenD (glsnivot on} 2oontvord 
nottidog Isionaaitol} co ateqoy Inslanos minido of bi prioodas YtAmitq oeorw 
svat I mont tevo lovtnos baa nolzivioqua sriorexo of has anoinn drhots jo. 
tolosgenl odd brie sicmmufoO dati sol Iino yontottA on! tliiw howebacs 
enoilainnestaot art brut MiG aid} Yo istinet odd yainioonos anoint. tiborD to 
pluow sofsoaanl orf Soli borsean moe T bac ysho! sod acidans me DL doidw. 
Io {eisifio ape 16 aleiuiM orf} obivotq of gnilliw bre of hositodive od lod 


. Ff 


Nethercut & Young 


Terento, Ontarie 


BANKING AND COMMERCE 101 


the Federal Government as he or the Act might designate, first of all with a 
statement of his opinion as to the stability of any credit union desiring to be 
an authorized agency under the Act, and secondly with quarterly financial 
information concerning such credit unions. 

It is true, as the Minister says, that Parliament must be concerned with 
the uses which are made of the taxpayers’ monies. However, I would point 
out to the Committce that of the total amount of money loaned by the Credit 
Union to Fishermen under the Bill at most the Dominion Government would 
be liable for only 15% and the remaining 85% would be the monies of a large 
body of the fishermen themselves in their credit unions. These being the 
monies of hundreds of fishermen it is equally in the public interest that the 
Provincial Government be responsible to supervise and to make certain that 
these funds ure protected. 

Therefore to protect its interests we see no necessity whatsoever for the 
Dominion Government, if it is prepared to co-operate with the Inspectors of 
Credit Unions in the various Provinces, intruding into the Provincial field of 
inspecting ‘he facilities and management of these credit unions. The Dominion 
Government could in the manner which I suggest satisfy itself as to the stability 
of the lending agency; place such limits as it sees fit on the use of the powers 
extended as to the guarantee; and exercise reasonable controls as to the extent 
of its liability without interfering with the full exercise of jurisdiction by the 
Provinces over credit unions. 

As.to the comment of the Minister concerning the stability of credit unions 
in relation to the Banks I would be less than frank if I did not acknowledge 
that there may be a.small number of credit unions which are not as stable 
as we might like to see them but surely a certificate of the opinion of the 
Inspector of Credit Unions for the Province, together with a financial history 
and current financial statements would provide the Minister with reasonable 
and proper information upon which he could allow or discontinue the authority 
to a credit union to act as an authorized agency under the Bill. 

Having regard to the history of the fishermen’s credit unions for the past 
15 years in the Province of British Columbia; to the service which they have 
performed, to their present stable condition and to the remarkable absence 
of losses it appears somewhat unfair because of the possible instability of a 
few of the 4,000 credit unions in Canada to question their stability. I have 
given you the figuress with regard to the major fiishermen’s Credit Unions 
and can assure you that the total picture of credit unions in British Columbia 
shows a similarly stable situation. I feel certain that you will be impressed 
by them as I am. 

I have already referred to the very light percentage of the total assets of 
Credit Unions made up of share investment in British Columbia 27 million out 
of 35 million. There is no greater evidence of stability of a corporate body 
than its risk capital. I do not hesitate to say that no other lending institutions 
in Canada have such a high proportion of risk capital employed i.e. 80%. 
Most of them have only 10 to 20% invested in shares and reserves and the 
balance represents borrowed money, This again is cogent evidence of the 
Credit Unions’ stability. 

The minister then proceeded with respect to the resolution to state: — 


The second reason I recall was the fact that the type of security 
which must be taken to protect the taxpayers’ money under this kind 
of legislation is in sfeneral a little different from that required by the 
credit union associations themselves. ‘There is perhaps one point which 
we have missed. When the Government encourages the banks to go 
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into what is the riskicst part of fishermen’s credit, that is loans based 
5 on their fishing gear and their fishing vessels they are taking on the 
most difficult borrowing and the borrowing on which there is the highest 
6 expectancy of loss off the shoulders of the credit unions. 
I am sure that if the Minister had been provided with the figures which 
" I have quoted to this Committee and had been informed of the full history 
of the fishermen’s credit unions on the West Coast of British Columbia he 
would not have made that statement. As I have indicated from thirty to 
8 forty percent of the ten or fifteen million dollars which these credit unions 
have loaned to fishermen and thcir families in the past fifteen years have been 


on the very securities to which the Minister referred i.e. fishing vessels and 


9 gear. I have also indicated in the figures which I have given to the Committee 
that there has been written off against such ‘loans a very small per- 
10 centage of losses and there are an equally small percent of doubtful 


accounts. Unfortunately the figures which I have, include write-offs for all 
types of loans and not just for this type, but manifestly it is clear from these 
11 figures that the percentage of loss on this type of loan by the credit unions 
has been negligible—-less than 2% on bad and doubtful accounts. I suggest 
to the Honourable Members of this Committee that these figures not only show 
12 that the fishermen’s credit unions on the West Coast of this country are stable 
organizations but also show that they are organizations well adapted to loaning 
money on the basis proposed to be loaned under the Bill. 


If I might be permitted to say so, I respectfully suggest that the reason 
that the losses of the fishermen’s credit unions have been so low is because 
14 credit unions by their very nature are in the best position of any financial 
institution to determine the wisdom of making such loans and to enforce 
the payment thereof. The fishermen in a sense belong to a community of 
15 their own and they mostly live along side other fishermen. Like other human 
beings, fishermen might be prepared to avoid their liabilities to any other type 
of financial institution but they know that if they avoid their liabilities to the 


16 credit union that they are accountable to their fishermen neighbors who belong 
to the same organization and whose money they have had the use of. For 
17 this reason I suggest that if what this House is looking for is stability of 


administration and an assurance that the guarantee which it proposes to give 
not be called upon even to the full extent provided in the Stature, they should 
18 have greater regard to the actual loss history of credit unions and not to 
control. They could exercise no greater wisdom than to use the fishermen’s 
credit unions to make such loans with reasonable safeguards through regular 
periodic reports from the Inspector of Credit Unions in the Province, _ . 

Now the Minister further suggested that if the banks took over this area 
20 of services to fishermen, which the credit unions have for the past fifteen 
years so efficiently provided, the credit unions would be free to devote their 
funds to other credit needs of the fishermen. The suggestion contained in the 
statement by the minister is that the fishermen’s credit unions do not have 
sufficient funds to finance the needs of their members. I have to point out to 
22 this body that the fishermen’s credit unions to which I have referred in the 
Province of British Columbia all have surplus funds during most, if not all, 
of the fiscal year. If they do not have surplus funds in the way of shares or 
deposits on hand they have the authority to and do in fact borrow money from 
B.C. Central Credit Union, a eredit union owned and controlled by the credit 
24 unions of the Province of British Columbia. Rarely, if ever, have they felt the 
necessity to borrow to the limit of this statutory power. Whatever may be 
the situation with fishermen’s credit unions elsewhere, in British Columbia, 
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Fishermen's Credit Unions do not lack of funds from which to meet the needs 
of fishermen who are their members. Having regard to the tremendous growth 
in assets in the credit unions in British Columbia in the last two years it 
appears Most unlikely that that problem will become a serious one. : 


However, Iam informed that in 1953 the value of the capital equipment 
in primary fishing operations on the West Coast of British Columbia amounted 
to some forty-five million dollars in ships and boats and seven million dollars 
in nets and other gear. The fishing flect on the West’ Coast was composed of 
897 vessels over ten tons and 7,584 smaller vessels. 

It is clear from these figures that there is still a great area of service 
to the fishermen in providing reasonable loans for the purposes of their vessels, 
repairs, equipment and gear. Possibly with the impctus which will be given 
by the passage of the Bill much greater demands may be made upon the 
credit unions for loans of this type. This possibility I have discussed with 
our Attorney General and ow Inspector of Credit Unions before coming to 
appear befcre this Committee and I have reasonable assurance from them that. 
in the event that the stable fishing credit unions of the West Coast are 
recognized as agents for loaning under this legislation, the Provincial Statute 
of British Columbia would be amended to permit much wider borrowing powers 
with respect to loans guaranteed under this Act. Hence, in addition to the 
present assets of the fishermen's credit unions, they will be able to borrow 
monies from B.C. Central Credit Union to enable them to mect such increased 
demand. Therefore with respect I suggest that this Honourable Committee 
need not be concerned that by inciting the need for this type of loan, fishermen 
on the West Coast will be deprived of the opportunity of using their credit 
unions to meet their other financial needs. 

There are many credit unions in Canada in provinces which have no 
direct interest inthe fishing industry who may not appreciate the benefit and 
wisdom of the kind of legislation represented by Bill 452. In the Maritime 
Provinces of Canada, and I speak particularly for the Province of British 
Columbia, however, the concern of the Federal Government for the welfare 
of fishermen and of the fishing industry demonstrated by this legislation is 
greatly appreciated. At a time when most other industries in Canada were 
still sharing the post-war prosperity between 1950 and 1952, the fishing 
industry suffered a tremendous set-back in low prices and the inability to 
dispose of the canned salmon pack. The returns to fishermen in those years 
were exceptionally low and have never returned to the previous high level. 
Accordingly, the making of credit more readily available to fishermen through 
the guarantee of the Dominion Government will be of great assistance in the 
Maritime Provinces. The credit unions in those provinces appreciate this 
situation and are anxious that the fishermen through their credit unions may 
have the benefit of this legislation. 

Some credit unions, particularly those who have no vital interest in the 
fishing industry, such as we have in British Columbia, and having regard to the 
statement of the Minister of Fisheries in speaking to the Resolution where he 
referred to the control which the Federal Government exercises over the banks 
may have become alarmed that the inclusion of credit unions as a loaning 
agency under the Act might result in some federal control of credit unions, 
which they naturally and properly recognize to be matters of provincial 
jurisdiction. The Credit Union Movement has enjoyed its rapid development 
under the friendly and encouraging supervision of the Provinces and are 
jealous to maintain that relationship. 

I wish to be quite clear that it is the attitude both of the Provincial 
Government of the province of British Columbia and of the eredit unions that 
credit unions are properly under the jurisdiction of the Provincial Govern- 
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ments and neither the Provincial Government or the credit unions are inviting 
5 this House or are they desirous of having the Federal Government encroach 

upon that jurisdiction. The Minister in his speech in the House of Commons 

indicated that he had no desire to intrude into the Provincial field. It is our 
6 submission, however, that, recognizing credit unions as institutions created by 
Provincial Legislation, the Government of Canada could if it wished to do So, 
recognize those credit unions operated by the fishermen as agents of the 
7 Dominion Government for the purpose of guaranteeing loans made by them in 
the exercise of their provincial authority without in any way encroaching 
upon the jurisdiction of the Provincial Governments and the autonomy of the 


8 credit unions as Provincial institutions. 
I therefore am instructed to suggest to this Committee that there be 
9 added to the definition section of the Act the following: 


“Lending institution” includes a bank or any other lending insti- 
10 tution designated by the Minister 


and that the phrase “lending institution” be substituted for the word ‘bank” 
throughout the legislation wherever the same is appropriate exclusive of 


11 Section 8. If this suggestion were adopted by the Committee it would allay any 
alarm as to the Federal control of Credit Unions and it would be possible for: 
12 the Minister to satisfy himself in such manner as he thought proper that any 


credit union seeking to be designated was a stable organization and that proper 
‘safeguards might be provided for the protection of the public funds 
13 represented by the guarantee. Further it would eliminate the necessity of this 
House at this late date in the session trying to work out just what credit 
unions should be recognized and the safeguards to be applied. We are pre- 


14 pared to rely on the good judgement of the Minister when the facts are 
before him. 
15 The Act presents another problem, if I interpret it correctly in that a 


guarantee to a bank is 15% for the first half million dollars and then 10% on 
additional funds loaned. If, as I take it, this refers to the Bank as an institution 
16 incorporated under the Bank Act and not to each branch of the Bank I can 
readily recognize that it would be unfair that a number of credit unions in 
the province of British Columbia should have a 15% guarantee on half a 
17 million dollars each when the whole of the Royal Bank of Canada, for instance, 
would have to guarantee 15% on half a million dollars and only 10% on 
additional amounts. There is no practical way that I see of pooling the loans 
advanced by credit unions under the Bill and, accordingly, my suggestion 
would be that in the event of the. Minister designating any institution other 
19 than a bank as a lending agency under the Act the guarantee would be 10% 
in all cases irrespective of the aggregate amount of the loans. This could be 
simply remedied by an appropriate addition to Section 6 of the Bill. 


20 Having regard to the excellent history of the fisherman’s credit unions in 
the province of British Columbia they would not be greatly concerned about 
1 the Joss of the additional 5% guarantee. 


If, notwithstanding the facts which I have presented to this Committee 
relative to the stability, the loss history and the desire to be of service to the 
aL fishermen of the fishermen’s credit unions in British Columbia, the Commit- 
tee consider that it would not be possible for the Minister under the proposals 
‘which I have made to reasonably protect the public funds represented by the 


23 proposed guarantee, then as an alternative we in British Columbia would 
propose that some means be devised to make use of the Central credit unions 
24 which have registered under the Co-operative Credit Associations Act and 


have thereby come under the jurisdiction of the Superintendent of Insurance 
for Canada. These Central organizations are limited both by their consti- 
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BANKING AND COMMERCE 105 
5 tutions and under the Act to having only corporate members and making 
loans only to their members. Accordingly, it would not be possible for them 
6 to make loans directly to fishermen as is contemplated by the legislation ‘as 
drawn. It appears to us that it would be feasible for the Federal Government 


to exercise satisfactory control over loans made through credit unions if the 
7 loaning credit unions, in order to benefit by their guarantee were required to 
re-finance such loans in whole or in part with a Central organization registered 
under the Co-operative Credit Associations Act. Through its control over the 


8 Central Credit Union the Dominion Government could thereby indirectly and 
within the proper exercise of its constitutional jurisdiction have a reasonable 
9 and effective control over the loans granted by the credit unions. 


I would like it clearly understood that I put forward this last proposal 
definitely as an alternative, Although it might appear to be the simpler answer 
10 to the question of controlling losses made to Credit Unions if in the Bill 
the reasons I put it forward as an alternative only are as follows: Firstly 
the Fishermen’s credit unions themselves over a period of fifteen years have 


11 shown sufficient stability and efficiency as lending institutions to justify their 
recognition in their own right under the conditions which I have submitted 
12 and, secondly providing for such loans through a Central credit union would 


add to the overhead expense af providing the service to the fishermen at, 
the low rate of interest of 5%. To that extent credit unions would be at a 
13 disadvantage in giving as full service as they ought to be able to give in 
carrying out the purposes of the Federal Government expresses in the Bill. 

I mention the fact that on the long coast line of British Columbia, over 
14 which some 12,000 fishermen are scattered there are not handling facilities 
readily available in many areas, The fishermen in these areas can only 
receive the benefit of this beneficial legislation if these credit unions are avail- 
able as lending institutions. 

I therefore respectfully urge upon the Committee that with the facts 
16 concerning the fishermen’s credit unions having now been placed before them 
they recognize the significant contribution at very low cost which the credit 
unions have made in meeting the very problem which this Bill is directed to 
17 assist, by giving to them an equal opportunity with the banks to continue to 
’ serve the fishermen of the Maritime Provinces of Canada with respect to their 
vessels and gear and to be at all times in as favourable a position as the banks 
would be under the proposed legislation, 


19 Respectfully submitted by 
B.C. Credit Union League 


R. J. McMASTER 
Its authorized agent in that behalf. 
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2 
: SUMMARY OF BRIEF 
PRESENTED BY B. C. CENTRAL CREDIT UNION 
4 96 EAST BROADWAY, VANCOUVER 10, B.C. 
5 TO 
6 ROYAL COMMISSION ON BANKING AND FINANCE 
7 
Purpose 1. The purpose of this brief is to present 
of Brief 
7. a full picture of the nature, practices and opera- 
9 tions of B. C. Central Credit Union, so that the 
10 Commission may appreciate the key position which 
Central plays in the Credit Union Movement in this 
11 Province and the importance of its continued sound 
12 development to the soundness, stability and liquidity 
13 of credit unions in British Columbia. 

2. It seeks to demonstrate that through 
combination of legislative regulation by the Parlia 
15 ment of Canada and voluntary co-operation of the 
16 credit unions, present controls on Central are ade- 
7 quate to assure the influence of monetary policy 

being effective on their operations. 
+e 3. Submissions and recommendations with 
19 respect to economic, legal and legislative matters 
20 will be dealt with by Canadian Co-operative Credit 
Society, of which Central is a member, either in a 
= separate national brief or as part of the brief of 
a2 the National Association of Canadian Credit Unions. 
23 
Organization 4. Central has as members 320 out of the 
24 326. credit unions presently incorporated in British 
25 Columbia. It was created under Provincial legisla- 
%6 tion as the instrument of the credit unions for the 
pooling of surplus funds (usually seasonal) and as 
a a depository for their liquidity reserves. The 
28 primary object is to enable the credit unions, 
29 
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through pooling, to make maximum use of the savings 
of the ordinary citizens who comprise their memben- 
ship, in provident and productive ways in their laca: 
communities. 

5. Central was incorporated in 1944. rot 
small beginnings it has grown to an organization 
having total assets at December 31st, 1961 of approx: 
mately $14,000,000.00. | 


6. In 1955 Central became a member of the 
Canadian Co-operative Credit Society and eligible |to 
register with the Treasury Board under the Canadian 
Co-operative Credit Societies Act. It thereby sub- 
mitted itself to more rigorous regulation and. super- 
vision by the Canadian Department of Insurance. 
Since incorporation its operations have been carrijed 
on in accordance with the provisions of that Act, 
although it is also still subject to certain provil- 


sions of the Provincial Act. 


7. As credit unions in the Province have 
grown in size and number Central has also grown. 
Statistics relating to its growth are referred to lin 


schedules to the brief. 


8, Central is organized on the same deno- 
cratic principles as its credit union members. Its 
annual meetings are representative and educational, 
not mere formalities. Its elected Board of Director: 
represents a wide cross-section of ordinary citizgns 
with long experience in the credit union movement. 
Its staff is competent and includes amongst its key 
personnel a Manager who has grown with the organiga- 
tion and a chartered accountant. There is a soun 
but democratic division of responsibility between 


staff and directors. 
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Deposits 9. Central has a relatively large stable 


Borrowing 


Loans 


Interest 
Charges 


Response to 
Monetary 


Changes 


share capital. However, mostly it receives money on 
deposit from its members (surpluses and liquidity 
reserves.) These may be withdrawable on demand or 


be term deposits. 


10. Central's borrowing powers are limited 
by statute to ten times its share capital, guarantee 
reserves and surplus, and deposits are considered as 
borrowings. To date substantially all of its borrow- 
ing has been from a chartered Bank. Generally this 
power to borrow is used by Central as one source of 
liquidity and has never been used to the maximum. It 


borrows seasonally during -each year. 


ll. The funds raised by shares, deposits 
and borrowing are chiefly used to lend to credit unio 
seasonally on short term to meet their requirements f 
loans and/or withdrawals. To keep its funds fully 


employed Central lends to other co-operative organiza 


tions which are members, mainly for inventory and 


generally on short term. 


12. For reasons explained in the brief, 
Central is sensitive to interest rate changes by the 
Bank. Basically this results because it must operate 


on a narrow margin for its services. 


13. Because it is sensitive to Bank intere 
rates, and because most credit unions keep liquidity 
reserves on deposit with it, (thus making Central the 
chief investor of credit union funds) and because of 
its dependency on the chartered Banks for borrowing, 
Central is also sensitive to changes in monetary poli 
It is affected by Bank interest rates and lending 


policies on the one hand and by changes in the market 
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value and rate of return on short term Government 


securities on the other when the monetary authority 


decides to buy or sell. As the holder of most of 
the liquidity reserves of credit unions, and having 
regard to the seasonal short term nature of most of 
its loans, its investments are limited in practice 
to short term Government, or Government secured, 
securities. Further under the Canadian Act it must 
value securities at market (not cost) before payment 
of dividends. The nature of its investment of its 
own liquidity reserves is restricted to that type of 
security by statute. 

14, Credit unions are a stable influence 
in the economy and their loaning practices are close 
related to levels of Bho oyments rather than to pros- 


pects of profit. 


15... Central's relationship to other finan- 
cial institutions is limited almost entirely to the 
chartered Banks and reliable investment brokers. 

16. By virtue of its arrangements with the 
Canadian Bankers Association it maintains floats in 
every chartered Bank and in many branches thereof in 
the Province. Its relationships with the Banks have 
been good. The centralization of borrowings and clea 
ings through Central has in some aspects proven 
advantageous to both the Banks and the credit unions. 
By virtue of the exclusive operation of the Clearing 
House by the Banks, however, Central feels that the 
Bank has a superior negotiating position in the matte 
of charges and services. 

17. Central has used only reliable invest- 
ment brokers to acquire securities and recognizes 
that because of their specialized knowledge these 


brokers have a service to perform. 
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1 
2 
3}'Chequing 18. Bills of exchange or orders drawn on 


Services" 
Central are referred to as primary items. These are 


necessitated by reason of the wide geographic loca- 
tion of its members. Central can provide certain 
mechanical services in this respect for itself more 
economically than if all such items were exclusively 
handled by the Banks. 

19. Such orders drawn on credit unions are 
known as secondary items and are cleared by arrange- 
ments with the Canadian Bankers' Association first 
through the Clearing House to Central and then to the 


credit unions. This practice has encouraged greater 


savings in the credit unions as well as providing a 
greater convenience and service to members through 
their credit unions. 

20. Mainly such orders are outstanding for 
a very short period before deposit in the Banks and 
are rarely negotiated except through a Bank. Those 
which are negotiated are mostly by a merchant, trades- 
man or public utility who or which have been paid 
thereby. 

el. Arrangements for clearing such items 


are discussed in the brief. 


22. By statute, Central must maintain a 20% 
liquidity reserve (5% in cash or its equivalent and 
15% in limited types of Governmental securities.) It 


may not make loans when its liquidity reserves are 


impaired. 


eserves 23. The Canadian Act sets a yardstick of 


delinquency which assures adequate reserves for bad 
or potentially bad debts. While the amount of bad 
debts has been negligible, nevertheless Central seeks 


to build its reserves higher than required by statute 
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to protect against adversity and to assure its 


ability to pay dividends. 


24. Central's loaning practices are 
designed to assure the maximum use of credit union 
funds by credit unions. In practice it has not 
generally lent to the maximum borrowing power of 
its members, allowing a margin for liquidity in the 
credit union. It makes two types of loans - term 
loans, which are usually seasonal and repayable in 
fixed instalments - and a type of "line of credit" 
repayable on demand and renewable annually. These 
depend on the willingness and ability of Central to 
make advances when requested. Its loans to co- 
operative associations are usually seasonal and 
short term - five years being the policy limit. 
Seasonal loans are payable on demand and short term 
loans in fixed instalments. 

25. Some credit unions in quickly develop 
ing areas borrow constantly or frequently. Others d 
not borrow at all. Most borrow to meet seasonal needs. 
As credit unions are limited to dealing with members 
only and have few outside obligations, and as most o 
their funds are by way of share investments Central' 


security position is exceptionally sound. 


26. Despite the soundness of its loans, and 
the fact that Central is a voluntary organization, if 
has been interested in and able to assist in the 
encouragement of sound practices amongst its credit 
union members. By co-operation with the B. C. Credi 
Union League and the Provincial Inspector, as well a 
by programs of its own including the advice of its 
staff and retained financial and legal advisers, it 


has done much to encourage sound practices and to 
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meet problems when they arise. 


27. Central performs a unique function 
in the Credit Union Movement in this Province by 
assuring liquidity and encouraging sound practices. 

28. Through regulation and supervision 
of Central's affairs under the Canadian legislation, 
credit unions in this Province have proven amenable 
to sound direction. 

29. By virtue of Central's key position 
in the credit unions of B. C. and its relationships 
with the Banks, as well as its investment require- 
ments and practices, the credit unions through fe 
have proven sensitive to change in monetary policy in 


Canada. 


30. Recommendations, if any, by the Commis- 
sion touching upon credit unions should give cognizance 
to these factors and recognize the importance of the 
continued development of sound and democratic Central 


Credit Unions. 
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3 B Real Ex 
4 PRESENTED BY 
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7 AND FINANCE 
8 
urpose l. The purpose of this brief is to give 
9Qof Brief 


to the Commission as clear a picture as possible of 


10 the nature, practices and operation of B. C. Central 

11 Credit Union and its relationship to the credit 

12 unions in British Columbia. It has presented a 
separate brief from the B. C. Credit Union League 

13 because it is a separate economic, as well as legal, 

14 entity from the credit unions although created by 

15 them, and has an unusual role to play in relation to 
their stability and soundness and their effective 

16 
operation. 

17 2. The ates filed by the League demon- 

18 strates the main characteristics of credit unions in 
this Province as organizations which contribute to 

the accumulation of savings by ordinary people of the 

20 Province and the prudent and provident use of those 

"1 collective savings in meeting their members' needs. 
It also makes clear that the liquidity and soundness 

3 of credit unions in this. Province are in large 

aa measure dependent upon the liquidity and soundness of 

24 Central. If in the attainment of the objectives the 

25 credit unions in B. C. have significance in the mone- 
tary or financial system of Canada it will tend to be 

= reflected in their operations through the Central 

27 Credit Union. 

28 
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Purpose of Brief (cont'd) 
and Organization 


3. We do not think that any further 
measures of regulation and control of credit unions 
are necessary in the public interest beyond the pre- 
sent Provincial controls directed. to stability and 
liquidity and those undertaken by the credit unions 
themselves through voluntary co-operation. Should 
the Commission arrive at a different conclusion, 
however, controls and regulations, in our submission, 
could most effectively be implemented through the 
Central provided such regulations and controls 
recognize the unique nature of credit unions and are 
designed for their development. 

4. In this brief it is intended to present 
evidence. As to matters of economic theory, opinions, 


legislation and specific or general recommendations, 


Central is prepared to leave these matters to the 
brief to be presented to the Commission by the 
Canadian Co-operative Credit Society of which Central 
is a member, either as a separate National brief or in 
conjunction with the brief of the National Association 


Of Canadian Cred, tUnvons. 


5. - Central is a separate legal entity 


brought into being in 1944 by the credit unions of 


21 this Province under Provincial Statute to serve as. a 

92 place in which are deposited the seasonal surplus 
funds of credit unions of the Province as well as the 

a funds which they are required to keep liquid. It is 

24 a co-operative credit society the members of which 

25 are mainly credit unions and some other corporate 
bodies of a co-operative nature. 

ee 6. The pool of funds in Central is used by 

27 its members from time to time in accordance with the 

28 same principles as the pool of funds of local 

29 
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Organization, (cont'd) 
2 Legislation and 


Regulation 


3 sutonomous credit unions, mainly to assist them to 

4 meet their seasonal need for funds. 

5 7+ Membership in Central is voluntary. 
In fact, however, 320 out of the 326 active credit 

6 unions in the Province now belong to it. It has 

7 enjoyed the support of a like proportion of all 

8 Provincially incorporated credit unions for many 
years. Its present non-credit union membership 

9 totals 90 consisting of co-operative societies and 

10 other corporate associations of a co-operative 

1 nature having invested and/or on deposit on December 
31st, 1961 $1,223 ,000,00. 

a 8. Central is a provincially incorporated 

13 autonomous body - based on co-operative democratic 

14 principles. In 1953 it assisted in the incorporation 
of the Canadian Co-operative Credit Society and quali- 

" fied to register with the Treasury Board under the 

16 Canadian "Co-operative Credit Associations Act" 

17 RsG.G. 1952/1953 Chapter 28 (copies of the "Credit 
Unions Act, 1961" B. C. and the "Co-operative Credit 

i Associations Act" are marked as schedules 1 and 2 

19 hereof.) 

20 

Legilslation 9. The Commission will observe that 
Re 2a sections 68 to 77 of the Provincial Act specifically 

22 govern Central and pursuant to Section 79 of the 
"Co-operative Credit Associations Act" the powers, 

2 privileges and immunities of Sections 6, 8 and 10, 

24 and the limitations, liabilities and provisions of 

25 parts 2, 3 and 4 of the "Co-operative Credit Societies 

6 Act" specifically govern Central. The latter Act 
purports to give powers to and place limitations upon 

a Central beyond those given and imposed upon credit 

28 unions generally under the Provincial Statute. The 

29 
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1 
2 
Legislation and 
3 Regulation (cont'd) 
Canadian statute also renders Central subject to 
. inspection and supervision by the Superintendent of 
5 Insurance of Canada. The result of his last inspec- 
6 tion is reflected in the correspondence marked 
Schedule 3 hereto. 
’ 10. <A brief analysis of the effect of the 
8 Canadian Act upon Central may be helpful to the 
9 Commission. This is set out in Schedule 4 hereto. 
10 It may be sufficient in the body of this brief to 
point out that Central is limited to dealing with 
11 members only; its borrowing power is limited (de- 
12 | posits are treated as borrowings); the building of 
13 adequate reserve for bad debts is required; a 
stringent yardstick of delinquency is applied before 
is calculation of surplus; and its liquidity reserves 
15 are carefully regulated under Federal legislation 
16 and supervision. The operations of Central and 
through it to a considerable extent the credit unions 
e in this Province, are thus to a large extent regulated 
18 and controlled by the Federal Government based on a 
19 happy combination of Government requirements and 
supervision and voluntary co-operation, (as well as 
. by Provincial statutory requirements. ) 
21 11. In addition, as indicated above, 
AD) Central is subject to the careful supervision of the 
3 Superintendent of Insurance for Canada, whose staff 
periodically inspect its operations and with whom 
” extensive annual reports must be filed. Schedule 5 
25 is a copy of the type of annual report required of it. 
26 Like the Banks an auditor may be engaged for not more 
than two years in succession, and the auditor is 
a required by Section 54 subsections (3) and (4) to 
28 supply the Superintendent with information in excess 
29 
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1 
2 Growth, 
Democracy and 
Responsibility 
of the ordinary certificate of the auditor custom- 
4 arily given. 
5 12. In these and other respects credit 
unions in this Province through voluntary associatio 
: in. their Central organization are presently subject 
7 to fairly conservative regulation and control by the 
8 Parliament of Canada. (A comparison of this regula- 
9 tion and control with some financial institutions 
regulated by Parliament is set out in Schedule 6 
10 annexed.) 
11 
Growth 13. Central's pool of funds consists. of 
12 share capital, deposits by members and reserves. 
13 Schedule 7 sets forth statistically the growth of 
Central since 1950. 
a 14, As the credit unions in the Province 
15 have substantially increased their assets since they 
16 first developed in British Columbia, Central has 
7 continued to grow. Annexed as Schedule 8 hereto is 
the most recent audited statement of Central, being 
18 the statement as at December 31st, 1961 from which 
19 the proportion of shares, deposits and borrowings ma 
20 be observed as well as the current liquidity position. 


15. As stated Central itself, being organ 
ized on the same principles as credit unions, is a 
co-operative democratic organization. Annexed as 
Schedule 9 is a copy of its rules which show the 
structure of its domocracy. Its Board of Directors 
is elected at an annual convention with a system of 
rotation of term of office to give continuity. 
Annexed as Schedule 10 is a statement showing the 
personnel of the present Board of Directors and rele- 
vant information about them as well as the key 


personnel of the staff. 
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1 Deposits, 
Democracy and 
2 Responsibility (cont'd) 
16. Until recently Central has had an 
elected Credit Committee and: Supervisory Committee. 
4 Taking advantage of the new provisions in the Credit 
5 Ynions Act 1961 it now has delegated certain credit 
‘i granting authorities to its Manager (see Schedule 11 
annexed) and made the Credit Committee responsible 
7 to the Board of Directors. Having an adequate audit 
g service through qualified auditors appointed by its 
9 general meeting it has dispensed with its Supervisory 
Committee. Central has an Administrative Committee 
10 of the Board which deals with day to day problems 
11 and the Board meets regularly (at least once a month 
12 except in summer) to consider reports and fix policy. 
17%. \Thesdivision of authority between 
= Directors and staff is described in a statement by 
14 the auditor as helinis observed it. (See Schedule 12.) 
15 18. At its annual meetings in addition to 
consideration of annual reports Central always makes 
” provision for time to be spent by the delegates either 
17 by instruction by aang qualified outsider or in dis- 
18 Romer yan groups upon matters of general concern to the 
Credit Union Movement or particular policies or prac- 
es tices of Central upon which the Directors desire to 
20 know the delegates' thinking or which require explicit 
21 exploration. 
2 19. Central freely uses the services and 
advice of qualified auditors, a financial advisor who 
23 


is a chartered accountant, legal counsel, and invest- 


ment brokers as required, 


20. Liquidity reserve funds (other than til 
money) of nearly all credit unions are deposited with 
Central and in addition in differing seasonal periods 


when the demands on credit unions of different types 
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Deposits, Borrow- 
ing and Loans 


are low, the resulting surpluses are rarely invested, 
rather they are left on deposit with Central. 

2l. Central operates two types of deposit 
accounts with different interest rates. "One type is 
withdrawable on demand on which the rate is fixed. 
The other type are term deposits and carrying various 
rates according to their’terms. > Since term deposits 
were made more flexible in 1961 the amount’ on term 
deposit has tended to markedly increase. (See 
Schedule 7 supra‘as to this increase and Schedule 13, 


a copy of the term deposit contract.) 


22. Central, in peak periods of demand, 
borrows money from the Bank. The amount which it may 
borrow is limited by statute (Canadian) and by the pr 
vailing loaning policies of the Bank. In practice it 
does not borrow more than is required to keep its poo 
of funds reasonably employed (See Schedule 14 annexed 
which shows on month end figures 1956 to 1961 inclusi 
the periods when Central's funds available for lendin 


exceeded or were insufficient to meet loans made.) 


23. Out of the fund created from these 
sources Central makes short term loans mostly to cred 
unions as their seasonal demand for funds for loaning 
or to meet withdrawals arises, 

24, Many of these loans are for specific 
short terms repayable in regular instalments or ‘on or 
before a specific date. 

25. Some in recent years have been set up 
on a line of credit hasis for one year repayable on 
demand with the power in Central to vary the interest 
rate and to withhold any advance or make demand at an 


time. 


26. Annexed as Schedule 15 is a summary of 
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1 
2 Loans and 
Interest Charges 
3 loans at recent year-ends showing currency of out- 
standing loans. 
4 
5 hel, 27... Central's rates of interest are mor 
sensitive to changes in the Bank rate and the market 
6 rate on short term Government securities than are 
7 the rates of its member credit unions. There are 
8 several reasons for this which might be mentioned; 
(a) Deposit of liquidity reserves in 
, Central is voluntary. Consequently at any time 
10 its member credit unions may elect to invest 
11 surplus funds or. liquidity reserves in Treasur 
2 notes or Government bonds (secured or guaranteed) 
or alternatively to deposit them in the Bank; 
13 (b) Credit Unions for the same reason arje 
14 free to borrow from the Bank and may do so if 
15 Central's prime loaning rate is too far out of 
line with the available rates at the Bank; 
16 (c) Central because of its required liqulid- 
17 ity reserves (by statute) and its reponsibilit 
18 to maintain the liquid position of credit unions 
in the Province, (by virtue of its right to be 
e a depository for their liquidity reserves,) is 
20 bound to keep its loans and investments on a 
21 short term basis. Although it is a non-profit 
organization, (see legal foundation Survey Repprt 
- Legal Section Page 76 - filed as Schedule 3 to 
23 the brief of B. C. Credit Union League), it must 


meet its operating expenses and pay reasonably 
current rates on its deposit moneys and divide 
on its share capital. These it must therefore 
obtain from a narrow margin between current ba 
borrowing rates and its own lending rates and 


between current interest rates on short term 
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Interest Charges (cont'd) 


investments and the rates it pays for members’ 
money (See Schedule 16 annexed.) 

(d) Operating costs of local autonomous 
credit unions have risen sharply in the last 
five to ten years. There is one stage through 
which a credit union passes from entirely vol- 
untary labour to the employment of a staff which 
makes a tremendous cost increase. Some credit 
unions' employees have been organized by trade 
unions, which has put their wage factor higher 
than that paid by many commercial financial 
organizations which because of their national 
scope of operations are not readily subject to 
unionization. The type of technological change 
which permits a national organization with local 
branches to employ modern electronic equipment, 
are not available even to the largest credit 
unions. The competition of Canada Savings bonds 
and Provincially guaranteed parity bonds which 
are readily realizable securities has to some 
extent limited the amount of savings available 
for investment or Sones with local credit unions. 
(However these bond issues do not attract too much 
of the ordinary savings of working folk whose 
maximum savings are limited by their budgetary 
needs for daily living.) The rates payable by 
other depositories for ordinary and term deposits 
have made credit unions more conscious of the 
reasonableness of its interest rates on deposits 
and dividends on shares. However credit unions 
are limited by statute to a dividend of 6% on 
shares. On the other hand the maximum rate 
chargeable by credit unions on loans is one per 


cent per month, also fixed by statute. Further 
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Interest Charges (cont'd) 


and Response to 
Monetary Changes 


by statute a credit union loan is repayable at 
any time without notice or bonus, and no ser- 
vice charges are allowed. As commercial finan- 
cial institutions have begun to provide persona 
loans or instalment credit at more reasonable 
rates than in the past existed, and as credit 
unions have developed funds beyond the urgent 
need of their members for small personal loans, 
they have begun to serve the longer term needs 
of their members which command lesser rates of 
interest. 

28. These factors and others have kept th 
participating members of Central sensitive to the 
cost factor in using Central's services. . In turn 
they have caused Central to be sensitive to rate 
changes both charged by the Bank and payable on shor 


term securities. (See Schedule 16 above.) 


29. Consequently changes in the monetary 
policy of Canada, effected through Bank rates and 
rates on Government securities, tend to effect 
Central's operations and through it the operations o 
its member credit unions. 

30. The availability of funds during "tig 
money" periods has reflected itself on the credit 
unions' operations through Central. As the figures 
given in Schedule 14 of the brief filed by the B. C. 
Credit Union League show, Central is the main deposi 
tory of funds by the credit unions in British Columb 
and as that brief states is the sole source of borro 
ing for nearly all credit unions. While in the 
Provincial Credit Unions Act they have been given th 
power to raise money by debenture, this power has 


never been used by them and they have restricted the 
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sources of their funds, to members' savings through 
shares and deposits, to borrowings from Central, and 
in.a few cases to borrowings from chartered banks. 

31. The statutory and other reserves of 
Central plus its liquidity reserves, are either kept 
on deposit with the Banks or are invested in server) 
limited type of Governmental and Government. secured 
instruments permitted for investment by the Co- 
operative Credit Associations Act. Schedule 17 shows 
a summary of the types and maturities of Central's 
portfolio of investments at a recent date. Small 
sums only are deposited from time to time in Canadian 
Co-operative Credit Society. Central would deposit 
more in that Society were Canadian Co-operative Credit 
Society's powers to really function as a National 
Credit Union more adequate. Central has $10,000.00 
invested in shares of Canadian Co-operative Credit 
Society and for a period of a.few months in 1956 had 
$25,000.00 on deposit with that Society. It has not 
since had any money deposited with Canadian Co-operative 
Credit Society. 

32. With the exception of some borrowing 
from Canadian Co-operative Credit Society, Central 
itself has not borrowed other than from the chartered 
Banks. Consequently credit unions in this Province 
have been sensitive to tight money policies when they 
have been applied by the chartered Banks to Central. 
The chart and supporting figures referred to in 
Schedule 14 above demonstrate this fact... This is 
further evidenced by the advice given to the credit 
unions by Central when the chartered Banks in 1959 
restricted Central's borrowing. See Schedule 18 an- 
The result of this advice in credit union 
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While the downward curve of Bank borrowings and 
Central's loans shown in Schedule 14 supra does not 
differ from some other years, in fact the pressure 

on credit unions for loans persisted. The chart in 
Schedule 14 shows that between September and Dec- 
ember, 1959, loans to members dropped sharply. At 

the same time deposits increased during this period 
according to a normal pattern. (See same period other 
years.) 

33. It should be appreciated that the 
ability of Central to borrow from the Bank is by 
virtue of Section 47 of the Canadian Act restricted, 
because under that section deposit money is treated as 
borrowed money. Tight money policies therefore 
further affect Central in the amount of money which 
it may borrow, due to its dependency on the Bank and 
the fact that it cannot economically afford to borrow 
money at high rates on any sustained basis from the 
open market when money is tight for reasons stated 
above. Furthermore to raise money by the liquidation 
of investments is not an advisable or economical 
course. 

34, Because most credit unions do not 
engage in the purchase of Government securities and 
are not permitted by Provincial statute to invest in 
commercial securities, and because they do not engage 
in the purchase or sale of loans or mortgages, they 
principally must look to Central to maintain their 
liquidity. Unlike some commercial financial 
institutions at times when tight money policies are 
in effect they have no other ultimate source of funds 


available except from the Banks (through Central). 
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Consequently they are sensitive to and quickly 
affected by changes in monetary policy effected or 
sought to be effected through the banking institu- 
tions and the bond market. 

35. One alternative source of funds has 
been available to Central and used by it to a ormeail 
extent (i.e.) its power to borrow from the Canadian 
Co-operative Credit Society of which it is a member. 
Such loans have been fully secured by bonds. (It is 
expected that Society will present a brief to the 
Commission later so that a detailed description of it 
here is not called for.) Reference to the structure 
of that Society and Section 46 of the Act, however, 
will indicate how negligible Canadian Co-operative 
Credit Society's power has been to date as a source 
of borrowing for a Provincial Central. That Society 
was envisaged as an extension of the credit union 
principle to the pooling of seasonal provincial 
surpluses on a national basis. It operates co- 
operatively. However, it is not capable of being 
fully utilized because of the restrictions in its 
enabling legislation and is therefore of little value 
to Central as a source of borrowings. 

36. Schedule 19 shows the borrowings by 
Central from that Society since it came into being. 
Schedule 20 is the last audited statement of 
Canadian Co-operative Credit Society and indicates 
its limitations as an alternate source of funds as 
presently constituted. 

37. A compensating factor which must be 
taken into account is that B. C. Central Credit Union 
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4 any commercial financial institution. This phil- 
osophy it shares with its members. They are all 

5 motivated not by the desire to make profit but by 

6 the desire through their co-operative effort to help 

7 their members help themselves in a provident and pro 
ductive way in their respective local communities. 

; This common objective and method of doing business 

9 cements the loyalty of a very great many members of 

10 credit unions to the use of the services of the 
credit unions, and of the credit unions to the use “4 

sy Central. Within reasonable limits this sociological 

12 fact offsets to some extent the automatic operation 

13 of theoretical economic laws. 

i 38. Whereas credit unions in this Province 
are sensitive to restrictive monetary policies, they 

15 are not as sensitive to expansive monetary policies. 

16 They are mainly associations of primary producers an 

7 working men and tend to be conservative about expan- 
sion of loans until signs of economic recovery reflect 

Msi themselves in actual employment. It might be a fair 

19 conclusion that credit unions are a stable influence 

20 in the economy and that their loaning practices are 
closely related to levels of employment rather than 

= the prospects of profit. 

22 


elationships 39. At this point it, might be convenient and 
23 with other 
nstitutions logical to discuss the relationship of Central to the 
Bank and other recognized bodies dealing with credit 
and investments. 
4O, As to the chartered Banks Central has 
had good relations, its only reservations being the 
matter of Clearing House privileges hereinafter referred 


to. In some respects Central has sensed that the Banks 


realize that there is an advantage to the Banks in 
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dealing with one organization rather than 320 
individual credit unions both as to borrowing (where 
its risk is spread) and as to clearing bills of ex- 
change where Central performs a large share of the 
physical problems of clearing. 

41. Central has felt that the Bank is more 
than adequately secured, by a continuing assignment 


of its accounts receivable although its lines of credit 


authorized from time to time are well below Central's 
borrowing powers and further the Bank's position was 
secure at all times. See Schedule 21 annexed which 
shows inter alia a comparison of statutory borrowing 
powers with actual borrowings at each quarter's end 
from March, 1955 to December 31, 1961, which schedule 
is further referred to under the subject of liquidity. 
Central has often been out of debt with the Bank but 
the Bank has been reluctant to release the charge on 


the accounts receivable. 


42. .Central.deals,with,one bank as to its 
borrowing. However, it operates accounts in all char- 
tered Banks and many branches thereof .in order to 
comply with the requirements of arrangements with the 
Canadian Bankers' Association as to clearing orders. 


Details of these arrangements are referred to below. 


43, The Banks in this policy are no doubt 
aware of the desire of the Investment Brokers to 
encourage Central to borrow money on the open market, 
where often more attractive rates are available. We 
assume the Banks' position is that they are reluctant 
to provide a line of credit as a hedge to the availa- 
bility of funds at reasonable rates on, the, open market. 


We can appreciate this view but consider the Banks in 


the light of it should be prepared to give Central 


minimum terms in compensation for Central's continued 


fie aitw eqidenotteleA 


C6B* ies efoifutttenl asnito 


OSE feds tedter oolisstnagto 9no diftw gailash 
atedw) aniwortod ot es ddod eno tay tiboto Isubivibal 
-x9 to effid sokveslo ot es base (beatqe ef Hatt ett 
edt to sisne opisi & emtotteq Isitas) etadw ogasido 
ogatrtselo to exeldotq Isoteydgq 

310M et Ams@ odd tedt sfot eed Isitasd LH 
uedienits gotuattoos s yd ,betuose Ylodsupsbhs nedi 
tibsvo to eenti edi dyvondtis sidseyisoet etinuooss ett to 
e'ferine) woled Llow ots omtt of smth, mort bestrodius 
asw notiieog e'aAne@ edt terldavt bos etswoq gntwottod 
foidw bexonns [S$ slubenioe ose .eomtt lis ts stoe2 
anttwottod yrotuteie to soeitseqmoo e siis teint ewode 
bee e'tedtsup doss ts egaiwortod Isutos Atiw ersewog 
sinbenos dofdw ,Ld@L .1€ tedmecad of RCCL ,dotsM mot? 
Vttbtupit ‘to tosfdue odt tebnu od. beatsiet toddit ef 
tud unsd oft ddiw ddeb to tuo mood nodto ead Iatitnsd 
ao sataro sdt seaslort of tostoutTor assd eso Ansa odd 
»Sidsvisoset etnauooos sit 

ett ot es asd sno ‘dtiw efesb fettned . .SH 
-tao fis at etnvooos eetstsqo ti ,tsveawoH . .sniwortod 
ot as6to af tosteds esdonsid yosm bos eaned borst 
ant cAtiw etaesmesasitis to etnsmeifupst edd dtiw yiqmoo 
,eisbto sattseslo ot es molistooeeA ‘atsansd net bsensd 
wolsd ot boristat ots etnomegnetts sesdt to alleted. 

tdvob om 8%s yYotliog eint nt 2ansd oAT oT 
ot ekenxosd doomteevAl ont to antes edt to etsws 
.teutsm fogo’ sdt no yonom wottod of Lerdmsd sgsttoons 
oW- soldsitave sis. ester osvidositts stom astlo otonw 
tnstouts1.sts yodt tent et notifeoq ‘exns& orlt omue2es 
‘Len Rent eandt ot saben s es fibers to enif a sbtvo1q ot 
otodtem fsqo sit. fo zotst sldamoteet ts ebnut to ytiitd 
ht 2aqed oct vobbenod sud woty ebdg etelostqqe oso oW 
festns0 Svig od bsisqetq od Blyods tt to tdgtl st 
boat ti60° S°LRNIESO tot aoltdeensqmoo At emtot mumtatm 


yy : 4 


N ethercut &é Young 


Terente, Ontaric A130 
1 
2 Relationships with 
other Institutions (cont'd) 
3 use of their services. See Schedule 16 supra which 
4 shows inter alia the relative cost of Bank money and 


open market money at various periods. (See also dis- 
cussion of the relative cost of bank funds in 
Consumer Instalment Credit, Part II Volume 1 pub- 
lished by National Bureau of Economic Research in 
1957, U. S. Government Printing Office, Washington. 
The study in that report of the financing of sales 
finance companies through Banks vis-a-vis the market 
are most informative and illustrate the hesitation 

of the Bank to hedge borrowings elsewhere. See pages 
341 ff. The conclusions at p. 352, and at pages 404 
to 408 are also elucidating in any comparison of 
credit unions with the operations of sale finance 
companies and their respective sensitivity to changes 
in monetary policies. The study it is realized is 
related to the American banking system but we believe 
in part at least will be relevant to the facts in 
Canada.) Extracts are annexed as Schedule 22. 

44, Any consideration which Central has 
given or is likely to give to open market borrowing 
has been or would be through recognized Brokers. 
Central recognizes brokers of reputable firms which 
it uses in acquiring investments are knowledgeable in 
these matters and their services are worth paying for. 
To date, however, it has stayed with Bank borrowing. 

45, Central'deals directly with C. U. & C. 
Health Services Society and Co-operative Life Insur- 
ance Company and Co-operative Fire and Casualty 
Company. As these organizations are now members of 
Central it naturally does not use a brokerage firm in 
dealing with them. It feels justified in obtaining 
funds in this way because in large measure eredit union 


people have been responsible for the creation and 
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other Institutions (cont'd) 
and Chequing Services 
- success of these insurance bodies and their invest- 
4 ment funds in large measure represent part of the 
5 savings of the same ordinary folk of this Province 
6 or of Canada whose needs the credit unions are 
designed to serve. 
7 46, It is unlikely that other insurance 
533 companies would be particularly desirous of dealing 
9 with a co-operative credit society, except through 
the usual investment channels, if for no other reaso 
10 than because of their lack of knowledge of its sound- 
11 ness and liquidity and perhaps some antipathy to the 
12 non-profit co-operative principles upon which it is 
organized. 
13 
47° ‘Save as “aforesaid, Central has no 
14 relationship with other financial institutions. 
is Chequing 48. The other relationship which Central hpgs 
Services 
16 with the Bank, aside from a depository for surplus funds, 
17 is in connection with its so-called "chequing" services. 
This service consists of two types of items, primary 
” (that is orders drawn by the credit unions which de- 
19 posit funds with Central) and secondary (that is item 
20 drawn by members of credit unions on their credit 
unions but which by arrangement between Central and 
a the Canadian Bankers Association are cleared through 
22 the Clearing House in Central's name and through 
23 Central to the individual credit unions.) As pointed 
out in the brief of B. C. Credit Union League the title 
it "cheques" is a misnomer. These are bills of exchange 
a and require to be accepted. Annexed hereto as 
26 Schedule 23 is a short summary of known information 
27 with respect to the development and extent of these 
services. Also annexed as Schedule 24 hereto is a 
™ short explanatory statement of the history of the 
29 
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Chequing 
Services (cont'd) 


developztent of relations with the Clearing House 

and Canadian Bankers Association, the changes which 
took place in January, 1959 as a result of negotia- 
tions of certain centrals and co-operative credit 
societies with Canadian Bankers Association, rates 

of charges, and the manner in which the system works. 

49. It will be observed from the last 
mentioned schedule that whereas Central is required 
to maintain certain floats with the Bank and pay 
charges for cash and the items of credit unions and 
Central to the Bank there is no reciprocal compensa- 
tion to Central for Bank items or Government cheques 
handled by Central drawn on the Banks or the Treasury. 
Schedule 23 supra indicates in part the extent to 
which Central and credit unions through Central handle 
such items. 

50. Central feels that in the present Clear- 
ing House arrangements the Banks have a tremendous 
advantage in their barpainifie position with the absolute 
control of the Clearing House. However it expects that 
the brief submitted by Canadian Co-operative Credit 
Societies will discuss this matter more fully and may 
make recommendations for improvements. As Central will 
have a part in expressing opinions and recommendations 
in that brief, it reserves any further comment at this 
time. 

51. Schedule 23 above shows the increasing 
importance of this service to the credit unions of this 
Province and in the operations of Central. For reasons 
expressed in the brief of B. C. Credit Union League, 
Central considers this is a good service for credit 
unions to encourage savings and the convenient use of 
the credit union by their members and expects continued 


growth. The primary service is essential to Central 
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Chequing Ser- 

vices (cont'd) 

and ‘Liquidity 
itself due to the scattered geographic location of 
its member credit unions. One half of the credit 
unions are situated in Vancouver and Lower Fraser 
Valley. The remainder are scattered over the Pro- 
vince from the International Boundary to Fort Nelso 
on the Alaska Highway, and from the Queen Charlotte 
and Vancouver Islands to the Alberta border. 

52. Figures with respect to the period o 
time such items are outstanding and the number of 
times, if any, they act as a media of exchange are 
difficult to compile, as once cleared to the credit 
union they are sorted into the members ' accounts. 
However in case this matter should prove relevant t 
the Commission's consideration in Schedule 25 Centra 
has set forth a sampling for approximately one month 
based on all items cleared through Vancouver City 
Savings Credit Union, one of the largest credit unions 
providing this service. This sampling fairly repres 
ents the experience of other credit unions in Central's 
experience. Central can also assure the Commission 
that with respect to primary items, that is Bills of 
Exchange drawn on Central, the period of time within 
which items are presented for payment is much shorte 
(depending on whether they are cleared in a local bank 
or require to come forward to the central Clearing 
House) and that such items with rare, if any, excep- 
tions are not negotiated (except through the Bank) 


before presentment. 


53. Central is required to maintain 5% reg- 
erve in a chartered Bank and 15% in certain very 
limited investments issued or secured by the guarant¢e 
of governments. (See sections of the Co-operative 
Credit Associations Act.) It does have the authorit 


under that Act to keep cash on deposit with Canadian 
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Liquidity (cont'd) 
Co-operative Credit Society. However, that Society 


not having developed to perform fully as a credit 
society for all centrals on a national basis, be- 
cause of certain statutory limitations and other 
factors, Central has in fact as previously stated 
since its incorporation deposited cash only rarely 
with it. Consequently the cash requirement on 
Central has almost entirely represented cash in the 
till and on deposit with chartered Banks. It will 
be appreciated in any event that pursuant to its 
arrangement with the Canadian Bankers Association for 
Clearing House privileges Central is required to 
maintain substantial floats on deposit with the 
chartered Banks. 

54, Schedule 17 supra is representative of 
the kind of securities and maturities thereof which 
Central holds from time to time. When it has surplus 
cash it normally invests only in short term securi- 
ties as due to the seasonal nature of its deposits and 
demands for loans, it requires to maintain such sur- 
pluses near liquidity. 

55. It should be observed that the Canadian 
Act requires Central to write off expenditures each 
year which otherwise might be amortized, and also 
requires that securities be valued at market value. 
Central consequently is sensitive to changes in the 
value of Government Securities and any dealings therein 
by the Bank of Canada or the chartered Banks in effect- 
ing changes in the monetary policy of Canada. 

56. The importance of Central to the liquid- 
{ty of credit unions in British Columbia is carefully 
examined in the Survey Report filed as Schedule 3 to 
the brief of B. C. Credit Union League. (Financial 


Section p. 67 to 75)(and see Schedule el supra). In 
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Liquidity (cont'd) 
the report of the Committee it stated (page 25): 


"The Committee made a comparison of certain 
factors of liquidity as between B. C. Central 
and all loan companies regulated by the 

Dominion Insurance Department, all trust com- 
panies regulated by that Department and all 
Canadian chartered Banks as at December 31, 1958. 
The comparison was favourable to B. C. Central 
Credit Union. From its examination of the 
affairs of B. C. Central Credit Union, the com- 
mittee is of the opinion that its affairs are 
well run and its present position shows the 
results of the exercise of sound judgment in 

the direction and management of its operations." 

57. Unless liquidity reserves are main- 
tained Central is prohibited by the Canadian Act to 
make loans. 

58. Relevant to the adequacy of the 
liquidity of Central is an appreciation of the wide 
variety of the types of economic activity and communi- 
ties within which credit unions are organized in 
British Columbia. (Details of the common bond of 
credit unions are set out in Schedule 2 of the brief 
of the B. C. Credit Union League filed with the 
Commission). Roughly these break down into fishing, 
farming, lumbering, mining, industrial, service, 
rural and urban sections of the economy. Persons 
employed in these divergent segments of the economy 
tend to have seasonal peaks of demand for funds and 
these tend in the course of the year to be in large 
measure complementary. These differing peaks are 
{llustrated in Schedule 14 supra. Central thus has 
the effect of spreading liquidity over a much broader 


base than would be possible for a local autonomous 
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Loaning Practices 

Guarantee Reserves 

for Bad Debts 
credit union. The local conditions and different 
peaks in the demand for funds are levelled out by 


pooling through Central. 


59. The Co-operative Credit Association 
Act, as pointed out above, applies a strict yard- 
stick and rules as to provision for delinquency an 
requires reasonable reserves to provide for bad 
debts or accounts which might become so. These 
reserves must of course be set up before the payme 
of dividends. Schedule 26 annexed sets out the 
history of losses from bad debts of Central since 
incorporation. With the present measuring rod of 
delinquency in the Canadian Act the Commission may |be 
assured that all bad or potentially bad debts have 


therefore been provided for in reserve or written 


60. As a precaution, Central in fact has 
sought to increase its reserves over the years beyond 
the statutory requirements by placing some part of 
surplus each year in reserve, depending in amount, 
upon total earnings. It also maintains a reserve 
against losses in the market value of securities i 
the event of drastic changes which could under the |Act 


affect its ability to pay dividends. 


61. Central's primary object in this Pr 
vince is to act as a pool of funds for Credit Unions. 
As indicated above it does have as members some co- 
operatives and other societies of a co-operative 
nature. However, its policy has been first to meet 
the needs of the credit unions and then to employ 
surpluses, usually seasonal, by loans to associatio 
of a co-operative nature. These latter at times of 
the year represent only a small portion of the assets 


of Central as shown by Schedule 27 annexed. 


fl so7neTsu0 
zitded be tot 


st9Ttib bas esoldtbnos Ino0L eAT .moiny tibsto 
yd tuo polfevel ets ebaut 20? bnemab oft at aisoq 
\ 


; -ietined dauotmls gatiooq 


ottstooseA tibetD ovbtexeqo-oD sat. o€? 
-bisy foftde 5 estigqs ,ovode duo, botateg 26 ,toA 
ie yonoupoiteb Toi notetvoerq oJ es eslunx bane doite 
bed rot abiveng od aevisest gidamozast esrliipet 
myed edd stoted qu tee sd settioo to Jdeum eavisest 
eit juo etse baxenae OS eluberioe® .ebasbivib to 
gonte istined to etdeb bad moti aseeol to ytotald 
‘to bot snttwesom treestq sit dtiW .gofisrogtoont 
‘em riofeaimmaod eft sod natbensd odit at yonsupatieb 
veo etdsbh bad yiletiasteg te Bed Sie dedt bo wees 
risstiqw to ovitse6t ai tot bebivomg deed stotstedd 
ft gost at (sited .dottuscetq s eA «00 
req etaey. sft teva eeviszet ett sess tont od soiguoe 
fo 6daeq sues sotosiaq yd stnometiupst yiosidsta ods 
tnuoms af saibnegeh ,evisess of tesy dose, eulgaive 
evisvet s efitetatem-octs tI ...egatares Istod noqu 
| potttruose te salev todtem ont at seseol: tentegs 
iit -vobau blsoo doldw esagnesdo oltesib to tasver ends 


,2bosbivibyeq ot vdiltds edt tostts 


I ated ar tdootde yiemitq e'lerinisd .id 

acti $be12 ot ebavt to foog & en fos ot af soatv 
Yo smoe eredmom 28 aved easab tt evode bedestont ah, 
avitetsgo-oo' s to egideloos tsivo bis esviteteqo 
sam of te1tt neod esd yotlog zit ,tevewoH .stusen 


1 


yolqms ot sent bas enotmy tibsto sit to absent sit 
(¢slooses oF eneoi yi -sndasee yifesen ,eseuiquve 
5 esmtt ge tsitel seonT .etuden evisJeisqo-o5 a to 


228 ond to molto iileme s yino Inseetqst issy snd 


.bexonas ¥S ofubsdoe yd mwone es LIetinesd 0 


7 ‘ iw AAG 
le Rass 


De As et * 
7 Aen _ phe be 


etdsd bed 


seedt .08 smoosd tdgim doldwiedavoans, te eddobe 


sostnsiteuo 
tot esvisech 


andinsod 
esoitostd 


Nethercut & Young 


Ferente, Ontario A137 
1 
2 Loaning Practices (cont'd) 
; 62. Loans to co-operative societies are 
often demand loans, or for terms not exceeding 5 
4 years. They are usually for the financing of inven- 
5 tory. f the loans to co-operatives the largest is 
6 to Prince Rupert Fishermen's Co-operative Association 
and this loan influences the figures in Schedule 27 
7 Supra, considerably. There have been several 
8 reasons for this. In the first place the demand 
9 peak of that co-operative is seasonal and satisfactor- 
ily corresponds with the seasonal surpluses of Central. 
10 The unusual nature of the relationship between the Co- 
11 operative and Prince Rupert Fishermen's Credit Union 
12 is referred to in Paragraph 67 page 15 of the brief of 
B. C. Credit Union League and the social function which 
is they are performing in the fishing industry commends 
14 itself to Central. There is no need to repeat the 
15 story here. 
63. Under the former B. C. Credit Unions 
= Act (R.S.B.C. 1960 Ch. 84) credit unions could borrow 
17 25% of their assets. As the amount borrowed could be 
18 counted as an asset this could be pyramided to approx- 
19 imately 33%. Since the 1961 Credit Union Act was 
passed, the amount borrowed is excluded from the assets 
m against which credit unions may borrow. Now they are 
y2) restricted to 25% of shares, deposits and surplus or 
22 with the approval of an annual meeting may borrow up 
to 33% without the approval of the Inspector or up to 
@ 50% with his approval. 
24 64, Central's policy under the old Act was, 
25 except in exceptional circumstances, to keep credit 
union borrowing close to 15% to 20% of assets (includ- 
i ing borrowed money) thus leaving a margin of liquidity 
2h should the credit union require it. Policies under 
28 the new Act are just being formulated and therefore 
29 cannot be expressed at this time. 
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Loaning Practices (cont'd) 
65. Loaning practices during tight money 


3 periods have been discussed above. 


4 66. Central offers to the credit unions 

‘ two types of loaning facilities or combinations 
thereof secured by assignment of book accounts. One 

6 


type is the specific loan secured only by promissory 
Yj note with fixed terms of repayment, the other type 

is in nature closer to a line of credits The latter 
is dependent upon Central having funds to lend, and 
is repayable on demand. Loans to credit unions are 

10 generally for a limited period of one year and if on 

a line of credit basis must be applied for yearly. 

The latter type of loan is a fairly recent develop- 

ment. The two types of loan contract are annexed 

13 hereto as Schedule 28. 

14 67. Although Central offers a “Line of 
credit" type of loan to credit unions, as observed 
above,the right to borrow against it is dependent upon 

16 Central having funds available to loan and being pre- 

17 pared to loan them when requested. Central follows 

the same practice, generally true in all credit unions 

in this Province, of paying out loans in cash or by 
bill of exchange or cheque and immediately thereupon 

20 debiting its funds available for loan. 

68, It may be useful to the Commission to 
consider the borrowing practices of credit unions 

from Central in greater detail, to appreciate the 

23 distribution amongst credit unions and its extent. 

Schedule 29 hereto gives the figures for the year 1960. 

69. A small number of credit unions are 
constantly in debt to Central. Some borrow rarely if 


26 at all. Generally it is found that those which borrow 


27 constantly are situated in expanding communities where 
the total pool of funds in the local credit union, 
28 
representing the people's savings, are unable to keep 
| 29 
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Loaning Practices 
(cont'd) and 
Encouragement of 
Sound: Practices 
up with their needs. Most credit unions, however, 
show in their borrowing pattern from Central a 
Seasonal peak. 

70. It may be interesting to the Commis- 
sicn to point out that Credit Unions, being limited 
to dealing with their members, have very few obli- 
gations except to their members. Central being 
usually secured in advance of shareholders and often 
by an assignment of book accounts, if not by actual 
equities, assumes very little risk on these loans 
and in fact its losses on credit union loans have 


been almost nil. (As noted in the League's brief 


most savings in credit unions are through shares.) 


71. Notwithstanding its secure position 
Central has always taken an active interest in the 
encouragement of sound practices and operations by 
its member credit unions. While it has no formal 
control over these, it has both the incentive itself 
to encourage them so as to avoid the embarrassment o 
calling loans and also the persuasive position which 
any large creditor has over a debtor particularly, i 
it is the main source of borrowing. 

72. In the main, Central has looked to th 
B. C. Credit Union League, to which it makes financi 
contributions, to carry on an effective educational 
program amongst treasurers and officers of credit 
unions encouraging sound practices. However, when a 
credit union is in difficulty it is often to Central 
to which it turns. Central's manager and staff (whi 
includes a chartered accountant) has never refused t 
give to a credit union the best advice they are able 


give in these matters, drawn both from Central's own 
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1 
2 
Encouragement of 
3 Sound Practices (cont'd) 
s experience and special knowledge, but also from 
the experience of other credit unions. Central 
5 retains both a financial advisor and legal counsel, 
6 the advice of both of whom has usually been sought 
7 by it in such circumstances. 
73. %In recent years, however, Central has 
8 taken more active steps to assist and encourage 
9 | credit unions to employ sound practices. The nature 
10 and extent of these are outlined in Schedule 30 
annexed hereto. 
74. After the 1961 Credit Union Act was 
12 passed Central instituted a policy of requesting 
13 certain important financial information from its 
members and has subsequently required those which 
bi borrow from it to provide information regularly. 
15 Schedule 31 contains copies of the forms required to 
16 be completed. This information is being required 
17 of its members by Central not only to guide it in 
its loan policies and practices under the new Act, 
18 but also to give to it an earlier alarm where 
19 trouble spots may occur and to bring home to as 
20 many of its members as possible the need for sound 
practices. 
st 75,.. Being a voluntary co-operative associa- 
22 tion, and any member being free to make its arrange- 
23 ments directly with a chartered Bank at any time, 
Central has no absolute control over the practices 
= and operations of its members. In fact, however, from 
25 a practical point of view it is in a position to keep 
26 itself well informed on its members' activities and 
27 to give guidance and advice where and when they are 
needed. 
28 
29 
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1 
2 Encouragement of 
Sound Practices (cont'd) 
3 and, Conclusions 
76. B. Cs Central is subject to inspection 

: by the Provincial Inspector of Credit Unions as well 
5 as by the Superintendent of Insurance. In addition, 
6 it gives the Provincial Inspector its full co- 
7 operation when difficulties arise in credit unions 

in the Province. 
8 77. It initiated in co-operation with the 
9 League the correspondence course for treasurers and 
10 other officers of credit unions presently being pre- 

pared. 
11 


ncelusions 78. Be Cs» Central Credit Union is the instri- 


7 ment of the autonomous credit unions of British Columbia 
13 created and functioning on a democratic basis. It is 
14 a credit union of credit unions, functioning as a plac 
15 in which to pool their funds for temporary investment 
and borrowing for the productive and provident needs o 
16 their respective local communities. 
17 79.7 RS the depository for the cash balances 
18 and the liquidity reserves of most credit unions in th 
Province and their sole source of borrowing it is the 
- real link between the credit unions and the chartered 
20 Banks and investment brokers. In this capacity it has 
1 proven to be a sound source of liquidity to the credit 
unions. I1ts relationships to the chartered Banks have 
os been friendly and responsive to changes in monetary 
23 policy. In many respects Central has served as an 
24 intermediary between the Banks and the credit unions to 
the advantage of both. It also has had the effect of 
? directing the investments of credit unions, channelling 
26 them into sound short term securities and making them, 
27 through Central, responsive to monetary policy insofar 
28 as the same is regulated by open market transactions by 
29 
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Conclusions (cont'd) 
the monetary authority. Its relation to and depen- 
dence upon qualified investment brokers in dealing 
with securities has been demonstrated. 

80. Central itself, subject to controls 
by Canadian statute, is required to maintain sound 
reserves both for bad debts and to assure liquidity. 
It is subject to the careful supervision and inspec- 
tion of the Canadian Insurance Department. 

81. As stated by the Survey Committee, whose 
report is hereinabove referred to, it has been a 
strong contributing factor to the financial soundness 
and to sound practices of the credit unions in 
British Columbia "and it is important that that organ- 
ization should continue to add stability to the credit 
unions of the Province". 

82. We respectfully submit that this 
Commission should concur in this finding and we trust 
that the recommendations, if any, of the Commission 
touching upon credit: unions, will give proper recogni- 
tion to the role which Central plays and to its 


continued development. 
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SCHEDULE 3 - page 1 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE 3 
TO BRIEF _OF B.C. CENTRAL CREDIT UNION 


LETTER RE LAST INSPECTION OF CENTRAL 
BY DEPARTMENT OF INSURANCE 


Insignia of Canada 
DEPARTMENT OF INSURANCE 
OTTAWA, CANADA 
September 14, 1961. 


Mr. J. R. Robinson, Manager, 
B. C. Central Credit Union, 
Broadway at Quebec, 
Vancouver 10, B.C. 


Dear Mr, Robinsons: 
Re. Annual Statement for 1960 


Our Examiner's report on the above statement indicates 
that only a very few minor changes were found desirable, the 
main ones being as follows: 


(1) Provision for Building Maintenance 


In the liabilities on page 5 the Society showed 
accounts payable of $17,500.61 but this apparently included 
$4,335.41 which was really a provision or reserve for building 
maintenance in the future. In the circumstances, Mr. Boyce 
thought it desirable to reduce accounts payable by the latter 
sum and to show it separately under item 10(c). 


(2) Income and Real Estate 


Schedule E on page 15 showed net income of only 
$4,335.41 after deducting taxes, repairs, etc., of $74,161.26 
from the gross income. Mr. Boyce altered the taxes, etc., to 
$53,803.97 and the net income was increased to $24,692.70, 
which agrees with item 6 on page 6, 


(3) Recovery of Bad Debts Written Off 


A small recovery of $15.00 was credited directly by 
the Society to the Guarantee Fund but Mr. Boyce considered 
that it should have been entered, at least initially, opposite 
item 9 of the Profit and Loss Account on page 8, where pro- 
vision is made for recoveries on assets previously written 
off. This had the effect of increasing surplus at the end of 
the year by $15.00 and reducing the Guarantee Fund by $15.00, 
with corresponding changes on pages 8 and 9. It may be that 
you would still prefer to see the Guarantee Fund increased by 
this small amount and, if so, I shall be glad to send the 
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SCHEDULE 3 


Statement to Mr. Boyce for adjustment. I think that this 
recovery should be reflected initially opposite item 9 on page 
: Si at nothing to prevent item 16 being then increased 

y ° ° 


I am glad to see the progress that has been made 
toward bringing the auditor's statement more closely into line 
with the annual statement filed with the Department since 
continuing differences may well raise questions, doubts, and 
perhaps confusion in the minds of members. In this connection, 
I understand that the auditor's statement for 1961 will likely 
make provision for loans in default, as now made in item 1(1) 
of the assets on page 4 of the annual statement filed with the 
Department. Since the auditor is required to furnish a report 
both to members and to this Department, it does seem to me 
that maximum uniformity is most desirable. 


With respect to insurance of securities owned by the 
Society, I understand that most securities are in bearer form, 
although there may be some misunderstanding about this situa- 
tion on the part of the insurance company. In the short 
discussion that Mr. Boyce had with the underwriter, it ap- 
peared that the insurance company assumed most securities were 
in registered form. In view of several serious losses that 
have occurred in recent years amongst trust companies and 
other depositories, there has been a general trend to register 
as many securities as can be put in that form. Perhaps you 
might look into this point to see whether it might not be 
desirable to put as many of the Society's securities as pos- 
sible in registered form and also, if necessary, take it up 
with the insurance company so as to ensure that there is no 
misunderstanding in this respect. 


It is good to see the increase in earnings in the 
Society during 1960 over those of the previous year and we are 
looking forward with interest to the results for 1961. I can 
see that progress is being made toward building up the 
Guarantee Fund, the general reserve and suprlus and I can only 
say that we feel this trend is most desirable. We continue 
to appreciate the general desire of co-operative organizations 
to provide services at the lowest possible cost to members but 
at the same time we continue to believe that it is in the best 
interests of all concerned to build up the reserve and surplus 
position of the Society to a stronger level yet. 


Yours very truly, 


"K. R. MacGregor" 
Superintendent of Insurance. 
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SCHEDULE 4 


ROYAL COMMISSION ON. BANKING. AND FINANCE 
SCHEDULE 4 
TO BRIEF OF B.C. CENTRAL CREDLT UNION 


AN EXTRACT FROM THE 12TH ANNUAL REPORT OF B.C. 
CENTRAL CREDIT UNION GIVING A BRIEF ANALYSIS 
OF THE EFFECT OF THE "CO-OPERATIVE ASSOCIATIONS 
ACT" ON B.C.» CENTRAL. CREDIT. UNION 


"No change in operations was felt by the 
membership or the Directors when the actual certifi- 
cation became effective. For about two years we 
had been gradually setting out our plan of opera- 
‘tions so that it would conform in general with the 
requirements of the Federal Act and the Department 
of Insurance in Ottawa. For instance, on the 
matter of cash reserves, the Manager had been re- 
porting each month on our liquid reserve position 
in relation to the requirements of the B. C. Credit 
Unions Act. While there was a slight difference 
between the requirements of the B. C. Act and the 
Federal Act, they were enough alike that the change- 
over went almost unnoticed. There is greater res- 
ponsibility though, placed upon the Directors on the 
matter of cash reserves. Now no loans may be made 
if the reserves are not on hand, or if the making of 
a loan would reduce the reserves below the on-hand 
requirements. The Directors and Officers of Central 
can be jointly or severally liable for the amount of 
any loans made in violation of the provisions of the 
Co-operative Credit Associations Act. It is obvious 
therefore, that the Directors are now more mindful 
of liquid reserve requirements. This question of 
responsibility for loans made contrary to the pro- 
visions of the Federal Act, can also exist with 
respect to the size of any one loan. So that you, 
as members, can be assured that all the funds of 
Central are not being put out on a few very large 
loans, there is a requirement that any loan in excess 
of 10% of the shares and deposits of Central, must be 
reported quarterly to our membership, as well as to 
the Department of Insurance in Ottawa. Loans of this 
size may be made provided they are for a period not 
exceeding one year and are adequately secured. Since 
August 5th, we have had no such loan. 


While no change was necessary in borrowing 
arrangements at the time of our certification, if 
need for funds had required, the Directors could have 
taken advantage of the much wider borrowing powers 
of the Federal Legislation. In fact, upon instruc- 
tions from the Directors, the President and Manager 
did immediately arrange for a line-of-credit of 
approximately two million dollars. By the way, our 
peak borrowings last year, under the Provincial Act, 
could not have exceeded the sum of $750,000.00. The 
line-of-credit application for two million dollars, 
which was approved, is available for our use this 
summer if such a need arises. The Directors look 
upon the increased borrowing rights as one of the 
important gains to come out of our registration under 
the Co-operative Credit Associations Act." 
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SCHEDULE 5 
ROYAL COMMISSION ON BANKING AND FINANCE 
SCHEDULE 5 
ASSOCIATION 


TO BRIEF OF B.C. CENTRAL CREDIT UNION 


TYPE OF ANNUAL REPORT REQUIRED BY 
SUPERINTENDENT OF INSURANCE 


ANNUAL STATEMSENT 


of the 


SCHHFETHHOHHHEHEHEHEHHSHHHHHHHTHOHOEHHCOHOHEXDHHOCHH OHHH HHEHOHOHRHHHAHHHHRHSHOHEKHEHOHSHOEHEAES ee 


REQUIRED TO BE MADE UNDER THE PROVISIONS OF THE 
CO-OPERATIVE CREDIT ASSOCIATIONS ACT 


FOR THE YEAR ENDED DECEMBER 31, 19 


TMENT SURANCE K.R.MacGREGOR 
as tyr fai Suporintondent of Insurance. 
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SECO SSO O'S D600 16 4 0.66.0 6:00.90 8 ade Be OTE ele Bla alee pimie bie 6 15 nb) ela lane /d wie SieiMrata eReE TT aTMnaeTa tr ont 


(Name of tho Association) 


POSSE T ROH OHHH OHH OE RES OOH HEHE ER OEE EHD OY 


(Hoad Office and Malling Address) 


STATEMENT FOR THE YEAR ENDED DMCIMEER 31,19 » 
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Loss orovision for Loong in default eee eereseneee BOotoreesesteoeeeesee 
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8 (2) Interest on Loans: due $.ssccoscceses$ ACCKUCH Goececesesens sno deoscrecrresoonce 
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SCHEDULE 5 
IZ. LIABILITILS 
iret $ Os 
Px Doposit and Loan Dopartment:= 
(1) Doposita by mombora (Schodulo G, page 17) COSCE SECC eEOe EHO EES 
7 (2) Interest accrued on doposits COOKE TOH EEO OE REESE OS 
(3) Borrowed money, other than mombers' deposits (Schedule Hy 
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18 (12) Provision for deficiency of market value under book value of 
real estate, bonds and stocks CoCo eee eeeeeseoeoTed® 
19 
(13) Reserves: 
20 (a) Guarantee fund (Exhibit 1, page 9) acer eeesecrereeeeene 
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(oc) Coveeceecevrereereres 
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III. 
INCOME 


Interest earned on loans to members 
Interest earned on bonds 

Dividends earned on stocks 
Interest earned on cash deposits 


Interest earned on mortgage loans (not included 
in Item 1) 


Net rents earned on real estate (including 
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SCHMDULE 5 


AYUUSTAT TON 


AVHIDAVIT VERIFYING STATEMENT 


PERS ON esi did tiv « UR. 0K bin adie Wee OR REN Te 

OONTX. OF ssvewsvce ven cvenswengndescan cage eet) OLEMOON Vebaline viclne ts 0 dea cade anthems irene 
MB ee ree 0 8 Nie 06s 54 Ones mae aces LOTIUONTG ONG sic inie gis -e101s1j8 apigie ees 8 0eciss “es DOCK OOH 

ENDO sre devec sees cecnesevsenntuaeuvesssenebees sas ¥eren istics OGIO) y ONGIT «Oe ncaau mts 
ay, and each for himself says, that they are tho above described officers of the said 
ssociatton and that the foregoing statement and the separate schedules therein referred 
o are made up fron the books of the Association and that to the best of our knowledge 

d belief they are correct and Sd truly and clearly the financial position of the 
ssociation and the condition of the Association's affairs on the thirty-first day of 
ecember, L9.scecevcee 


POeCeeeeeoeeeeSHeseeeGoseeeseoeeeaoesoeees ee aa pe 


President. 
Subscribed and sworn to before 


SOCSCHTHFETALHTHSHHHHEHEHOHRHEHEOHEHOHHESEHOHHETHEKEH HEHEHE 


) 
) 
me MMS sey se AMEN “Sd 
) Secrstary. 


day Clleveinialeleioimieiateists erereisve LE yeie.d 


Ceeeeeereovreeesr eee ee eeaeeseeoeeeeeeoeeeeeeeeeeoeeeees 


(State whether Commissioner, Notary Public, etc.) 


% This affidavit ig to ba sworn to before some person duly authorized to administe 
ths in legal proceedings for the county or district where the affidavit is subscaribe 
d sworn t0. 


AUDITORS! CERTIPICATE 


TO TI SUPNRINTENDENT OF INSURANCE ON THE ANNUAL STATEMENT DEPOSITED WITH 
HIM IN PURSUANCE OF THE CO-OPERATIVE CREDIT ASSOCIATIONS ACT. 


Wo horeby certify that wo havo audited the booltds Offs. sset,s,3)4.0 c191s «1 s 0 65 6.0 


DEH Ce SESH LEH HSHHH TESCO HEH MDFORMOE SAO MTMAS 0.04.90 OF nm 4D 010.0:0 D0 0010 014 Ri9 6269 C04 986 
. 


fur the year ended on tho thirty-first day of Decomber, 19.... We have received 
all the information and explanations we have required and we report that, in our 


opinion, the foregoing statement and the separate schodules therein referred to 


r drawn up 50 as to exhibit a true and correct view of the state of 


on the thirby-0i st day of December, 19....according 


tho Associations afLains 
to the best « er InZormabion and the explenations given to us and as shown by 


f tho Accowivtion. 
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SCHEDULY 5 


AVDITORS' REPORT TO SUPERINIENDENE OF INGURANCI 


Tho Auditors! Report roquired to bo mada to the Superintendent 
of Insurance under the provisitong of tho Co-Operativo Crodit Assoclations Act ig 
to be furnishod with this statoment or as soon as possible thereafter but filing 
of the statement should not be dolayed after March 7. until thea Roport is available 
Tho statoment wi11 bo accopted in advance of the Roport, subjoct to completion of 
the Auditors' Certificate on pago 19. The relevant provisions of the Act con- 


cerning the said Roport are set out hereundert- 


Su. (3) The auditor shall make a report to the Superintendent 
with respoat to the accuracy of the statement required by 
section 51 to be deposited in the Department, and shall also 
report to him upon the adequacy of the procedure adopted by 
the association to safeguard the interests of its creditors 
and members and as to the sufficiency of his own procedure 


4n auditing the affairs of the association. 


Sy. (4) Tho auditor shall disclose to the Superintendent any 
matters or circunstances that hava come to his knowledge or 
attention during tho course of tho audit that would in his 


opinion assist tho Superintendent in tho administration of 


this Act; and thie Superintendent may anlarge or extend tho 
scops of tho audit and divect that ony other or particular 
exomination bo ido or procedure establishad. 
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1 
SCHEDULE 6 

2 ROYAL COMMISSION ON BANKING AND FINANCE 

3 SCHEDULE 6 

’ TO BRIEF OF B.C. CENTRAL CREDIT UNION 

A COMPARISON OF FEDERAL STATUTORY REGULATION AND CONTRO 

5 OF CO-OPERATIVE CREDIT ASSOCIATIONS, SUCH’AS B.C. 

CENTRAL CREDIT UNION, AND OTHER COMMERCIAL FINANCIAL 
“SINSTITUTIONS 

6 
(NOTE: This is a cursory review of relevant legislation 
governing Co-operative Credit Societies, Trust Companies 

7 (Canadian), Canadian and British insurance Companies, Loan 
Companies (Canadian) and Small Loan Companies and Individual 

8 Money Lenders. The different organization of the relevant 
Acts and their several amendments makes the comparison diffi- 

» cult and it may be incomplete. I% tends to illustrate, 

9 however, some similarity in types of control and regulation 
and to point-up certain differences. These differences may 
relate to differences in type of organization and function 

10 and/or differences which have evolved historically. ) 

11 CENTRALS (CO-OPERATIVE CREDIT SOCIETIES) 

(Registered under Co-operative Credit 
12 Associations Act ot Canada §8.C. 1952/53 
Chap. 28) 
13 
Bprrowing l. The Society may borrow from members, 


14|pwers and 
Me shed oh iors Canadian Co-operative Credit Society or chartered banks), 


15 (Section 8 (1)(c)). 
16 2, Aggregate borrowing is limited to ten times 
the aggregate of paid up capital, guarantee reserve and 
ti surplus. (Section 47). 
18 3, Deposits are treated as borrowings. 
19 ou Sk. ait : yl a 4 ee : 
baning and 1. Sections 44 and 45 prohibit any loan if the 
Investment ; y 
AW%Pliowers aggregate cash (om hand and on deposit in bank) is less 
than liquidity reserves required by statute. 
21 
2. Section 46 prohibits any loan to a member 
= if the aggregate of total loans to the member less the 
Za market valne of governmental securities for the loan 
24 plus the total amount invested in the member's securitiles 
by the Society exceeds ten percent of the aggregate pai 
25 up Cc iplta L OL the So K ety Oc La the loan would have thi 
26 result, 
27 3. Section 83 (1) prohibits investments or 
deposits excep l in Uoverzmental securlties except 
28 ; 
sec £4 yf members under Section 
29 


30 


GOMAATT GUA ONIAMAT | 
- @ siogmg 


Scere: Me OE 88, 


ORTHOD CMA MOLTAIUDSH YAOTUTATS JARAGHT FO MOZTAAIMOD A 
-0.4 @4 HOUA ,e@MOITATOOGCA TICHHD AVITAAAIO-0D FO 
TATOMAULTT JATOASMMOD ASHTO G4A WOld TICHAD JAATHMAO 


sas EMO TUTITSMT 


nottsletgefénevel>oy- to wetvet yioemwo s ef etdT +:aTOM) 
eeineqmod seutl ,ealistooe tibet eviteteqo-00 aninaisvo 
feol ,estasqmod sonetwent seitivd bas astobsmeD .(astbsasd) 
isubivibal bae estnegmoD asod Liame boo (rsibsasd) e9tnsqmod 
tnsvefor sft lo acidexinsyto tnmetetifb sfT .sishasd ysnoM 
fdtLTh neefisqmos snd eoxsm <etasmbisms Larsvea tists bas etodé 
patervantift ot ebnet #1 .steiqmoont od yem tI Baus tLyo 
moftdsiuget Hite Lotinoo to ceqyt ci ytiteiinte smoe ,tevewod 
Yam e90gsisitib seeniT .éasonetstiib aisiitss qi#-tntog ot bia 
Notions? bas noitestnsate td svt ni esonsisttib ot stdelot= 
»Yiisoltotein bovicvs oved dotiw esomststiib  ro\bos 


MOIWY TPIOMH) fp Art 


(2aTTaTQ0G: TIGIAD Byit PART IO 10-00.) SLARTMEO 
tibex) evitsisqo-o) a9bnan baredelgoft) 
FA\SCOL .050 sbarisd ‘to toA anclkistooresé 
(8S .qsdd 


elIsdmsom mort worrod yam yietoos edT of 
ited hetotisHs to yJotsoe dibs svlisisqo-o0 fetbensd 
ACO)CL) 8B hokSS82) 

tt dod ot betimit ef anitwortdd sieustesA ° 2S 
16 ovtses' sotiersry »t6cla6o qu Blag to stegetays sat 
CTH aofd96e) seuiquue 


segniwotiod es Hbotse1d ots atheoqsd .€ 


timsol yas thilidowg @Y bie HH! enotiose ft 
bef ef (olasd ot treoqesh oo bas brush Sich dhete gippsigas 
-otvtete yd bestinps: coviecer yttbiupkh nest 
simem s od Nesol ys edidinotd Of noFros 12S 
Ht eeol todiism oft ot anaol [etod to otagatese edd Mt 
asol sat tot saftiausee lstreonatsvosy’ To suisv ted tam 
jituooe e'todmom odd nt boteovnr tnritome letot sis 2eulq 
3q edegsigges eng to Iabs19¢q wes ebs95x5 vistsea sit yd- 
it sved bluow maol edt Lise ysoicos sid to Tediqes qu 
Ly cnaes 
‘To eiasmtesvat etiotdom ({) £2 motsioss .€ 
FQSOKS 2917 1Abooc PutssmetevoG ft: Jqosxe9 edleoqeb 


oof Goltos@ tobaw ersdmam to eaitinsose 
Be 


¢ 
: 
| 
i Pe 4 46: al re 
- i / 7 ov i J}: ’ rar iP 7 


Valuation 
of 


Securities 


Nethercut & Young 
Terente, Ontaric A167 


SCHEDULE 6 - 

4. Section 83 (2), however, permits larger 
loans to members if duly approved and if the term of 
the loan does not exceed one year and is adequately 
secured. In such event special reports to the Super- 


intendent of Insurance are required. 


1. Sections 44 and 45, which prohibit the 
making of any loan unless the Society has five percent 
of deposits in cash, on hand, or on deposit in eich wierd 
banks and an aggregate of 20% in cash and unpledged 
Governmental. securities, require that Governmental 
securities be valued at market value. 

2. Section 58 gives the Superintendent 
authority to have any real estate owned by the Society 
appraised at the hecoctet ions expense and the appraised 
value, if it is materially less than shown in the return 
to the Superintendent may be substituted in the annual 
report. 

3. In his report for-the Minister, the Super- 
intendent shall allow as assets only such loans and 
investments as are authorized by the Act. (Section 59). 

4, Section 61 permits the Superintendent to 
amend any statement of assets and liabilities as if it 
were a statement to be embodied in his annual report to 
the Mahist eb’ 

5. Section D1 (3) requires that the bonds, 
debentures and other seclinities owned by the Association 
shall be taken into account at values not in excess of 
market values at the date of the statement or at the 
discretion of the Superintendent at a date not more 
than 60 days before the dateor the statement. 

6, Section 51 (4) and (5) provide that in the 
annual statement any loan made by the Association, in 
default as to principal or interest, shall be shown at 


a value not exceeding the outstanding amount of the loan 
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SCHEDULE 6 - 
less a proportion as specified in subsection (5) of 
the difference between the outstanding amount of the 
loan and the aggregate of: 
(a) the amount of money on deposit with the 
Association to the credit of the borrower; and 
(b) the market value of. any Governmental securi- 
ties pledged as security for the loan. 
Subsection (5) then applies a yardstick of delinquency 
ranging from a deduction of 10% for a loan which is in 
default for a period of three months but less than six 
months to a deduction of 100% for a loan in default for 


twenty-four months or more. 


1. Section 51 and Section 55 and following 
provide for the filing of annual statements, the content 
thereof, the powers of the Superintendent of Insurance t 
visit and inspect and to make corrections including 
increasing or diminishing the liabilities in any such 


statement to the true and correct amounts as ascertained 


by him, and the power of the Treasury Board to cancel a 


Certificate of Registration under the Act. 


1. Section 50 requires the Society each year 
to put into guarantee reserve (for bad debts) 20% of the 
net earnings but where at the close of any year the 
amount of the guarantee fund equals at least 10% of the 
aggregate of the paid up capital and the total amount of 
money on deposit the Directors may, by special resolu- 
tion of the delegates, direct that no monies be set 
aside for the guarantee fund for the then current year. 
The Directors may establish such other reserve funds in 
addition to the guarantee fund as deemed necessary or 
advisable. For the purpose of this section the net 
earnings shall be ascertained from the annual statement 


deposited with the Department. 
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TRUST COMPANIES 


(Subject to the Trust Companies Act 
R.S.C. Chap. 272 as amended) 


l. For the purposes of Section 63 (its trust 


Restrictions powers) the Company may borrow money pursuant to 


Loaning and 
Investment 
Powers 


Section 70 (1) but not by debenture (Section 70 (2)). 
2. Section 70 (3) limits the aggregate sums 

borrowed and money entrusted to the Company for invest- 

ment, the repayment of which is guaranteed, to twelve 


and one-half times the paid up capital stock and reserved. 


1. Section 64 (1) (c) (1) permits investment 
of unguaranteed trust money in Governmental securities 
and certain interests in real estate as well as other 
securities authorized for trust investment by Provincial 
law. (Section 64 (1) (a)).- 

2. Section 64 (1) (ad) authorizes lending or 
investing guaranteed money in additional securities 
including the securities of debentures, bonds and stock 
of Canadian corporations with specified dividend records 
if authorized under 68 (1) (b) (Jj) but by Section 64 (7) 
these additional investments are not to exceed 25% of 
the total amount of guaranteed trust money held by the 
Company. 

3. Section 68 permits investment of the 
Company's own funds in Governmental securities, real 
estate and stock of Canadian Companies with specified 
dividend records; but not more than 30% of the common 
stock or of the total issue of the stocks of any corpora- 
tion shall be purchased and the Company is prohibited 
from investing in its own stock or that of another 
trust company. 

4, The Company may place its own funds in 


investments or loans otherwise than mentioned in 


Section 68 but such investments or loans shall not 
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SCHEDULE 6 
exceed 15% of the unimpaired paid up capital and 
reserve (Section 68 (5a) (a)), but not so as to en- 
large particular limitations on certain types of 


investments elsewhere specified by Section 68. 


ee 1. Section 72A provides that redeemable 
f°) 
Securities securities acquired otherwise than by purchase shall 


be deemed to have been purchased at a price not exceed 
ing the market value and where the option to redeem a 
security is not exercised at the redemption date used 
to determine the yield then with respect to the re- 
mainder of the term the security shall be deemed to 
have been purchased at that date at a price equal to 
the then amortized value. 

2. The securities owned by a Company or held 
in respect to guaranteed trust monies shall be taken 
into account in every annual statement at values that 
in total do not exceed the aggregate of: 

(a) the amortized values of redeemable securitie 
not in default issued or guaranteed by the 
Government of Canada or a Provincial Govern- 
ment. 

(b) the market value of those securities described 
im Ca); 

3. Every annual statement shall show in 
schedules the market values of all securities owned by 
the Company or held in respect of guaranteed trust monies 
at the date of the statement. 

4, Under Section 76 the Superintendent may 
request any Company to dispose of and realize on any o 
its investments not authorized by the Act, and the 
directors are jointly and severally liable for the 
payment of any dericiency. 

5, Under Section 78 the Superintendent may 
cause an appraisal to be made of real estate and adjus 


the statement accordingly. 
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SCHEDULE 6 

1. Sections 72 and 73 provide for the filing 
of annual statements and the contents thereof and 
inspection by the Superintendent of Insurance. 
Section 74 provides for a special report where assets 
are deficient and gives the Minister power to suspend 
or cancel licences or to grant conditional licences. 

2. Section 75 deals with the annual report 
and authorizes the Superintendent not only to make all 
necessary corrections but to increase or diminish the 
assets and liabilities to the true and correct amounts, 


as ascertained by his examination. 


1. Section 26 (1) (c) authorizes the Director 
by by-law not contrary to the Act or any by-law duly 
passed by the shareholders to set aside, out of premium 
on shares or of profits, a reserve fund. There does 


not appear to be any other provision as to reserves. 


INSURANCE COMPANIES 


(Subject to the Canadian and British 
Insurance Companies Act R.S.C.Chap. 31, 
as amended.) 


Do not appear to be specifically dealt with. 


1. Section 63 gives loaning powers for types 
of investments similar to those in which trust companie 
may invest their own funds and with similar limitations 

2. Section 63 (4) permits the Company to loan 
its funds for similar additional purposes as permitted 
under the Trust Companies Act. Like trust companies 
(as to trust companies' own funds) the insurance compan 
may make other types of loans but such loans in aggre- 
gate must not exceed 5% of the book value of the total 


assets of the Company. 


1. Section 57 requires all deposits with the 


Minister to be in securities of, or guaranteed by, the 
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SCHEDULE 6 
Domii.ion of Canada or any Province or of the United 
Kingdom, North Ireland or any British Dominion or Colony 
and the value of such securities shall be computed at 
their market value at the time when deposited. Other 
securities may be deposited but will be valued by the 
Treasury Board as at the date of deposit. 

2. Section 58 provides that where the market 
value of securities deposited declines the Minister may 
notify the Company to make further deposits. 

3. Section 71 makes the same provision as in 


the Trust Companies Act with respect to the valuation 


of redeemable securities and with respect to cases where 
the option to redeem is not exercised. 

4, The same section provides with respect to 
classes of business other than life insurance the 
securities owned by a company shall be taken into 
account at values which in total do not exceed market 
values. 

5. With respect.to life insurance, securities 
owned by a.company shall be taken into account at values 
which in total do not exceed the amortized value of 
Governmental securities and the market values of other 
securities. 

6. The same section further provides that 
where in the opinion of the Minister market values are 
unduly depressed the Minister may for the purposes of 
valuing securities other than Governmental securities, 
use values in excess of the market values but not 
exceeding the values used for these purposes in the 
next preceding annual statement or in the case of 
securities acquired since that statement not exceeding 
book values. 

v Section 75 makes similar provisions as the 


Trust Companies Act as to the appraisement of real 
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SCHEDULE 6 
estate and extends it also to the appraisement of 
real estate secured by mortgages. 
Nad trae l. Section 69 makes provision for the 
Inspection annual statement to the Superintendent of Insurance 
and Sections 72 and 73 provide for inspection by the 
Superintendent; Section 77 provides that only per- 
missable investments will be allowed cae the Super- 
intendent may make corrections increasing or 
diminishing the liabilities of such companies to the 
true and correct amounts thereof as ascertained by 
him. 
Reserve l. Section 82 requires a reserve for all 
Provisions , 
unmatured obligations guaranteed under the terms of 
the company's policies dependent on life, disability, 
sickness, accident or any other contingency or on a 
term certain and shall also include a reserve for 
profits. The section then proceeds to indicate the 
basis upon which the reserve will be computed in 
’ accordance with actuarial principles. 

2. By virtue of Section 85 every company is 
required to retain in Canada and under its own control 
assets of a value at least equal to the amount of its 
total liabilities to its policy-holders in Canada, and 
at least two-thirds shall consist of investments in or 
loans upon Canadian securities. There is also a pro- 


vision for deposits outside of Canada. 


LOAN COMPANTES 


(Subject to the provisions of the Loan 
Companies Act R.S.C. Chap. 170 
as amended) 


Borrowing 1. Section 64 authorizes borrowing by bonds 


Powers and a eed 
Restrictions debentures or other securities. 
SS 


2. Section 66 provides that all money, the 
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SCHEDULE 6 
repayment of capital or interest of which is guaranteed 
is deemed to be borrowed money. 

3. Section 68 (2) (e) limits borrowing (duly 
authorized) to twelve and one-half times unimpaired 
paid up capital stock and reserves. 

4. Section 68 (3) permits deduction from 
borrowed money of all cash on hand or on deposit in 
chartered banks. 

5. Monies secured by debenture stock is 


treated as borrowings. 


1. Section 60 (1) authorizes investments in 
securities of a Governmental nature, real estate and 
bonds and stocks of Canadian companies with similar 
limitations to those in the Trust Companies Act and 
the British and Canadian Insurance Companies Act. 

2. Section 60 (3) limits investments in 
common stocks at book value to 15% of the book value 
of the Company's total funds. 

3. Section 60 (5) limits the Company's 
investment in the securities of any other company to 
20% of the total securities of such Company. 

4, Section 60 (6) permits the Company to 
take personal or other securities as collateral for an 


advance or for any debt due to the Company. 


1. Section 7OA makes similar provisions to 
those provided for Trust Companies with respect to 
valuation of securities. 

2, Section 74 makes similar provision to 
those in the Canadian and British Insurance Companies 
Act for the appraisal of over-valued real estate and 


appraisal of lands held as security for loans on 
mortgages. 


1. Section 71 makes provision for inspection 


by the Superintendent of Insurance and the reports to 
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SCHEDULE 6 

be filed and for a special report where assets are 
deficient with power to suspend. or cancel licence. 

It also gives the Superintendent the power to make 
corrections in the financial statement either increas- 
ing or diminishing the assets or liabilities of such 
companies to the true and correct amounts thereof as 
ascertained by him, and the Company may be required to 
dispose of and realize on unauthorized investments, an 
the directors are jointly and. severally liable for any 


deficiency. 


1. Section 65 which gives loan companies 
the right to receive money on deposit requires by sub- 
section (4) that the Company maintain as reserves at 
all times; | 

(a) cash on deposit in chartered banks in Canada 
or in joint stock companies of Great Britain 
or Northern Ireland; 

(b) Securities of a Governmental nature; 

(c) Loans payable on demand and fully secured by 
such securities; or 

(d) A credit from chartered banks in Canada or 
joint stock banks in Great Britain or Northe 

Ireland subject to conditions approved by th 

Superintendent to an aggregate amount of at 

least 20% of the amount of money deposited 

with the. Company. 

2, Section 81 provides the directors may. se 
aside out of premiums on stock and out of the profits 
the Company such sums as they think proper as a reserv 
fund and until distributed in dividends these shall be 
kept invested if securities and be subject to the 


limitations mentioned in Section 60. 
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SCHEDULE 6 
COMPANIES SUBJECT TO SMALL LOANS ACT 


R.S.C. Chap. 251 as amended. 


orrowing l. The borrowing powers of Section 68 of the 
owers and 


estrictions Loan Companies Act by Section 13 (3) of the Small Loans 


Act do not apply. 

2. By amendment in 1956 Section 16 the pro- 
hibition against raising money by issue of bonds, 
debentures and other securities appears to have been 
removed. 

3. Section 15 permits borrowing (duly author- 
ized by a required majority.) As the limitations of 
the provisions of the Loan Companies Act are excluded 
by Section 13 (3) there appears to be no limit to 
borrowing. 

4. Small Loan companies are prohibited from 
taking deposits (Section 16). 

oaning and 1. Section 13 (3) apparently prohibits 


nvestment 


owers lending money on the security of real property by the 


exclusion of the relevant sections of the Loan Companies 
Act. 

2. Section 14 permits loans up to $1,500.00 
upon the security of promissory notes, conditional sales 
agreements, chattel mortgages and other types of 
personalty. 

3. Money lenders under Part I may also make 
loans of this nature. 

4, By virtue of Section 13 (2) money lenders 
have the same powers as loan companies to invest except 


as to real estate. 


aluation of 1. There appears to be no provision for 


ecurities 


valuation of securities of companies governed by the 
Small Loans Act. The provisions of Section 70A of the 
Loan Companies Act does not apply by virtue of 


Section 13 (3). 
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SCHEDULE 6 
1. Sections 7, 8 and 9 provide for 
inspection by the Superintendent of Insurance and the 
filing of statements and annual reports, and for the 
suspension or cancellation of licence as well as for 
the investigation of loans and business of unlicenced 


money lenders. 


1. “As by virtue of Section 13, Sectibn 65 
of the Loan Companies Act does not apply; there is no 


provision as to reserves. 
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SCHEDULE 8 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE 8 
TO BRIEF OF B. C. CENTRAL CREDIT UNION. 


THE MOST RECENT UNAUDITED STATEMENT 


OF B. CG, CENTRAL CREDIT UNION, TAKEN AS OF DECEMBER 31, 1961. 


(Note: The Audited Statement presently being prepared will be filed 
with the Commission) 


ASSETS 
Cash $2,099 ,495.72 
Investment in Government 
& Municipal Bonds-at cost $2,252,796.20 
(Valuation by Dept. of 
Insurance $2,247,114.50) 
Investment in Other 
Securities 191,470.00 
(Valuation by Dept. of 
Insurance 191,470.00) 
Add: Accrued Interest thereon 35,150.95 2,479,417.15 
Loans to Members-Hypothecated 9,421 ,439.07 
Add: Accrued Interest thereon 8,449.42 9,429,888.49 
Accounts Receivable - Sundry 412.45 
Other Investments 12,050.00 
Land,Buildings and Furniture 
Land at cost 109,277.89 
Building-at cost 382,707.28 
Deduct:Accumulated 
depreciation __ 41,819.34 340, 887.94 
Furniture & Fixtures - 
at cost 39,798.81 
Deduct:Accumulated 
depreciation 39 See Bice”. ee gees 
450,165.83 
Deduct: Equity of Joint Owner 60,000.00 390,165.83 


$14,411,429. 64 
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1 
SCHEDULE 8 
2 
3 
\ LIABILITIES 
5|| Loans Payable - Canadian 
Co-operative Credit Society 
6 $ 300,000.00 
Members' Deposits 
Withdrawable on Demand 4,300,684.44 
7 Withdrawable on one day's Notice 7,791,939.67 
g|| Acceptances Outstanding 18,428.61 
9 Accounts Payable & Accrued Charges 27,212.86 
Accrued Interest Term Deposits 192,242.60 
10 
Provision for Dividends 65,000.00 
11 . Provision for Credit Union Administration Course 95213207 
12 || Provision for Royal Commission Brief Expenses 5,911.27 
13 Provision for Convention Expenses 4,000.00 
Reserve for excess of book value of bonds 
14 over market 5,681.70 
15 || Members' Equity 
Members' Shares paid up 1,415.235.00 
16 Guarantee Reserve 139,849.74 
17 || General Reserve 104,148.76, 
243,998.50 
18 
Appropriated to Reserve for 
19 Excess of Book Value of Bonds 
over Market price ot pauls 70. 
238,316.80 
20 Undivided Earnings 37,563.62 275,880.42 1,691,115.42 
21 $ 14,411,429. 64 
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SCHEDULE 8 


INCOME AND EYPENDITURE 


FOR THE YEAR ENDFN 31. DFCEMBER 1961. 


INCOME 
Loan Interest 
Bond Interest 
Chequing Service Charges 
Interest on Building Investment 


INTEREST PAID TO MEMBERS 
Chequing Service 
Term Deposits 


OPERATING EXPENSE 
Interest on Borrowed Money 
Bond Premium written-off 
Discount,Exchange and Bank Charges 
Chequing Supplies 


GROSS OPERATING INCOME 
Add: Sundry Income 
Entrance Fees 


ADMINISTRATIVE AND GENERAL EXPENSES 
Salaries and Related Costs 
Rent and Light 
Office Supplies 
Machine Rental & Servicing 
Postage 
Telephone and Telegraph 
Insurance 
Legal and Audit 
Directors and Officers 
Dues and Affiliations 
General Expense 
Convention Expense 
Promotion and Organization 
Depreciation,Furniture & Fixtures 
Victoria Office Alterations 


56,033.72 


283,338.17 


43,063.20 
1,418.50 
53,855.32 


3,730.18 


100.00 


25.00 


64,849.20 
9,038.20 
3,827.55 
5,021.31 
2,995.33 
3,149.18 
3,153.94 
4,803.32 
4,111.25 
3,500.00 
7,290.78 
4,544.06 
3,954.29 
1,304.90 


3,477.72 


Excess of Income over Expenditure for the Year 


Deduct: 20% thereof transferred to Guarantee 


Reserve 


Balance of Net Income - Transferred to Balance 


Sheet 


492,205.39 
107,211.10 
71,143.15 
24,000.00 
694,559.64 


339,371.89 
355,187.75 


102,087.20 
253,100.55 


125.00 
253,225.55 


125,021.03 


128,204.52 


___ 25,640.90 


$ 102,563.62 
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SCHEDULA 11 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE _1L 
TO BRIEF OF B.C. CENTRAL CREDIT UNION 


RESOLUTION ADOPTED BY THE DIRECTORS OF B.C. 
CENTRAL CREDIT UNION MAY 15TH 1961 AP- 


POINTING CREDIT COMMITTEE AND CREDIT OFFICERS 


"RESOLVED THAT: 


i The Credit Committee of Central heretofore duly 
elected at general meetings be and the same is hereby con- 
stituted as a committee appointed by the Board of Directors 
of Central responsible to and in all respects subject to 

the direction of the Board and subject to alterations in the 
personnel of the committes from time to time as the Board 
sees fit. 


2s J. R. Robinson, the Manager of Central, be and he 
is hereby appointed a Credit Officer directly responsible to 
the Board. 


li That in the event the said Manager is absent from 
Vancouver, B.C., or is absent from the office due to illness, 
and so often as the same shall happen, R. Wadsworth, a paid 
employee of Central, be and he is hereby appointed a Credit 
Officer responsible to the Board through management. 


uy, Any credit officer appointed pursuant to the terms 
hereof shall have authority - 


(a) To approve loans to credit unions up to the 
maximum which they are authorized in compliance 
with Section 14 of the Credit Unions Act 1961 to 
borrow: and 


(b) To approve loans by way of over-draft or 
otherwise on current deposit accounts of any credit 
union which has an agreement with Central permitting 
it to treat accepted bills of exchange or orders 
drawn upon Central as requests for loans thereunder. 


(c) To approve loans by way of over-draft by 
members other than credit unions, within the limits 
from time to time, permitted by the Credit Committee. 


5. That the Credit Officers shall report to the 
Directors all loans approved by them by making available to 
the Board of Directors periodically from time to time the 
ledger cards of all members to which they have authorized 


loans since last reporting. 


6 Save as in this resolution provided all loans to 
members, other than credit unions, must before being granted 
be approved by the Credit Committee, which shall have 
authority to approve the same, but the Credit Committee may 
fix the limit of loans by way of over-draft which a Credit 
Officer may approve for members other than credit unions, 
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SCHEDULE 11 


"and the Credit Committee may approve any loan to a credit 
union referred to it by a Credit Officer. 


7° The Credit Officers and the Credit Committee shall 
determine with respect to loans which they are hereby 
authorized to approve, the terms of repayment and interest 
and the manner and form of security for such loans within the 


general policies fixed by the Board of Directors from time to 
time. ., 


8. Without limiting the authority of Credit Officers 
and the Credit Committee, they shall in exercising their 
authority in every instance with loans to credit unions, take 
into account sound operations, maintenance of liquidity 
reserves and maintenance of adequate guarantee reserves by 
the applicant." 
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SCHEDULE 12 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE 12 


SE 


A STATEMENT BY THE AUDITOR WITH RESPECT TO THE 
DIVISION OF AUTHORITY BETWEEN DIRECTORS AND STAFF 


Division of Authority 
ys ‘Committees of the Boards: 
(a) Administration Committee - Duties are: 


(i) to preview matters which are for the 
Board's determination, and has the 
power to recommend only. 


(ii) to advise Manager in matters of adminis- 
tration referred by Manager. 


(b) Credit Committee - Under the Credit Unions 
Act this committee has the statutory powers 
delegated by the Board to approve all loans. 


(c) Finance Committee - Is presently composed of 
Vice-President, Manager, and financial 
adviser. Duties are to approve all invest- 
ments in securities for amounts in excess of 
$25,000.00. 


2. Credit Officer (Same person as Manager) - Responsible 
to Board. Authorized to approve all loans to Credit 
Unions only; may refer applications to Credit 
Committee. 


3.. Loaning Policy’ 


(a) Limits size of loan in relation to. assets of 
borrower. 


(b) Terms of repayment. 


(c) Nature of charges to be taken as security - 
dictated by Board. 


ly. Investment Policy - As to maturities, long, inter- 
mediate and short term - set by Board. Except for 
occasional switching of maturities, essentially. no 
trading is carried out. 


5. Collection Policy - Delinquent loans - reviewed by 
Board and Manager instructed as to appropriate action 


to be taken. 
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Schedule 14 


ROYAL COMMISSION ON BANKING ANI) FINANCE 


SCUEWULE 14 


20" BRLEP-OF-BG; CENTRAL CREDIT UNION, 


AVATLABLE POOL OF FINNS 


Deposits 
Less 20% 


Reserve 


2,090, 632 
2,235,881 
2,278,028 
2,378,220 
2,410,635 
2,218,755 
2,281 , 828 
2,045,777 
2,281 , 922 
2,476,435 
2,587,664 
2,739,576 
2,927,482 
2,794,000 
2,845,000 
2,969 ,000 
2,835,000 
2,647,000 
2,907,000 
2,882 ,000 
2,919,000 
3,086,000 
3,245,000 
3,526,000 
3,969,000 
3,694,000 
3,766,000 
3,717,000 
3,555,000 
3,005 ,000 
3,713,000 
3,504,000 
3,396,000 
3,861,000 
3,734,000 
4,150,090 
4,620,000 
4,382,900 
4,327,000 
4,507,000 
4,524,900 
4,418,000 
4,732,900 
4,582,000 
4.770, 000 
5,208,900 
5,178,000 
5,305,000 
5,876,080 


Shares 


3225 
3223 
323), 
3505 
409, 
421, 
438, 
443, 
447, 
449, 
449, 
A451, 
453, 
454, 
464, 
475, 
5724 
6LE; 
638, 
646, 
650, 
759, 
760, 
767, 
768, 
675, 
675, 
677, 
677, 
719; 
738, 
739, 
1395 
742, 
LO: 
ieee 
746, 
746, 
746, 
Dede 
823, 
849, 
862, 


866 


868, 
869, 
000 


870 


873, 
B74, 


135 
250 
730 
300 
875 
700 
045 
445 
045 
570 
295 
975 
705 
000 
000 
000 
000 
000 
000 
000 
000 
000 
000 
900 
000 
000 
000 
000 
009 
000 
090 
009 
000 
009 
900 
600 
090 
000 
000 
000 
000 
000 
090 
orale) 
000 
000 


relere) 


rayaya) 


2,001 , 458 
297346420 
2,820,510 
2,640,455 
251 B9F375 
2,489,222 
2,728,967 
2,926,005 
3,036, 869 
3,191,551 
3,381,187 
3,248,000 
3,309 ,000 
3,444,000 
3,412,000 
3,258,000 
3,545,000 
3,928,000 
3,569,000 
3,845,009 
4,005 ,000 
4,293,000 
4,737,000 
4,369,000 
4,441,900 
4,394,000 
4,232,000 
3,724,000 
4,451,000 
4,243,000 
4,135,000 
4,603,006 
4,479,000 
4,887,000 
5 , 366,000 
5,128,000 
5,073,000 
5,254,000 
5,347,000 
5,267,000 
5,594,000 
5,448,000 
5,638,000 
6,077,000 
6,948,000 
6,178,909 
6,730,000 


Loans 
to 
Members 


1,767,136 
1,790,251 
2,130,265 
2,268,099 
2,595,635 
2,802,627 
3,023, 300 
2,910,106 
2,978,128 
3,086,162 
2,821,915 
2,678,441 
2,708,480 
2,545,000 
2,628,000 
2,653,000 
2,649,000 
3,081,000 
3,532,000 
3,706,000 
3,618,000 
3,596,000 
4,482,000 
3,202,000 
5,529,000 
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Deposits 
Less 20% 
Reserve 


5,303,000 
5,290,000 
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SCHEDULE 15 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE 15 


SCHEDULE SHOWING CURRENCY OF LOANS OUTSTANDING 


AS AT THE YEAR-ENDS FOR 1959 


mS re icc a eth ah Nt hs 


AS AT DECEMBER 31 


—— ie 
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1963 
1964 
1965 
1966 


1961 


Credit Unions 
Credit Unions 


Co-operatives 
Co-operatives 
Co-operatives 
Co-operatives 
Co-operatives 
Co-operatives 
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SCHEDULE 18 
ROYAL COMMISSION ON BANKING AND FINANCE 


TO_BRIEF OF B.C. CENTRAL CREDIT UNION 


Saree ee 


CREDIT UNLON WHEN BANKS RESTRICTED BORROWING TO B.C. 


CENTRAL CREDIT UNION, 


LETTER OF ADVICE GIVEN TO CREDIT UNIONS BY B.C. CENTRAL 


"B, C, CENIRAL CREDIT UNION 
P.O. Bom 2036 
Vancouver 3, B. C. 


August 24; 1959. 


TO OUR MEMBERS; 


RE; CURTAILMENT IN GRANTING OF LOANS. 


Central was advised today by its bankers that, due 
to the very tight money situation general throughout 
Canada, they could not make available to us any further 
credits. This means that our present borrowings, 
amounting to over $3,900,000, cannot be increased and, 
therefore, that we will have to get. along as best we can 
at this present level. 


Central must keep itself in a position to meet with- 
drawals from deposit accounts by its members. In order 


to assure of our being able to do this, we are asking all 
members to limit their loans to their own members. 


We recognize that credit unions might have certain 
commitments to members that they must meet before they 
can put into effect an actual curtailment of loans. These 
we feel can be taken care of, but any. further loans by 
credit unions to their members must be limited to the funds 
coming into a credit union by way of loan repayments. and 
share purchases. 


Within the next three to four weeks repayments of 
loans obtained from Central should exceed requests for new 
loans. This has been the normal. pattern upon your Central 
Credit Union for the last ten to eleven years and we would 
expect it to be the condition this year also. If this 
usual flow of funds takes place this year, then our posi- 
tion should begin to improve by the end of September. 


It is our hope that this request for a general.slow- 


be required of them for the next four to six weeks, and 
that after that date we will be able to announce an easing 


off of the restrictions. 


We must point out the GREAT URGENCY for IMMEDIATE STEPS 
to be taken in this matter, and advise that if our posi- 
tion gets any more critical than it is, we will have to 
take even firmer steps than those indicated. 


We would thank all our members in anticipation of their 
co-operation in this request and would advise that further 


letters will be forthcoming to keep you fully informed of 
2ULULCI »o Y ck, whe »/ - 


on. 


Yours truly, 


J.R. Robinson 
JRE: eg Manager" 
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A202 
Jerento, Ontario 
1 
2 SCHEDULE 19 
t 
4 ROYAL COMMISSION ON BANKiNG AND FINANCE 
5 SCHEDULE 19 
‘ TO BRIEF OF B. C, CENTRAL CREDIT UNION 
7 BORROWINGS BY B. C. CENTRAL CREDIT UNION FROM 
CANADIAN CO-OPERATIVE CREDIT SOCIETY SINCE ITS INCORPORATION 
8 
DATE BORROWED REPAID BALANCE 
9 June 5, 1957 50,000.00 
June 8 150,000.00 200,000.00 
10 July 2 100,000.00 300,000.00 
Dec. 16 50,000.00 250,000.00 
11 Jan. 27, 1958 50,000.00 300,000.00 
Feb. 10 50,000.00 350,000.00 
12 July 31 185,000.00 165,000.00 
Nov. 18 165,000.00 NIL 
13 Apr. 23, 1959 200,000.00 200,000.00 
May 27 300,000.00 500,000.00 
14 Aug. 19 50,000.00 450,000.00 
Nov. 26 450,000.00 - 
Dec. 9 428,000.00 428,000.00 
15 
Feb. 5, 1960 100,000.00 
16 Feb. 12 100,000.00 628,000.00 
Mar. 8 100,000.00 
Mar. 22 . 128,000.00 
17 Mar. 29 150,000.00 550,000.00 
May 6 100,000.00 
18 May! 31 50,000.00 500,000.00 
Aug. 18 275,000.00 775,000.00 
19 Oct. 31 100,000.00 675,000.00 
Nov. 10 100,000.00 
Nov. 16 100,000.00 475,000.00 
20 Dec. 12 175,000.00 
Dec. 19 100,000.00 
21 Dec. 27 100,000.00 
Dec. 31 100,000.00 NIL 
22 July 31, 1961 500,000.00 500,000.00 
Sept 25 300,000.00 800,000.00 
Dec. 19 300,000.00 
a Dec. 20 200,000.00 300,000.00 
24 Jan. 4, 1962 300,000.00 ~ 
25 
26 
27 
28 
29 


30 
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SCHEDULE 20 


ROYAL COMMISSION ON BANKING AND_ FINANCE 


SCHEDULE 20 
TQ BRIEF OF B,C, CENTRAL CREDIT UNION 


LAST AUDITED STATEMENT OF 
CANADIAN CO-OPERATIVE CREDIT SOCIETY 


DELOITTE, PLENDER, HASKINS & SELLS 
CHARTERED ACCOUNTANTS 
403 Leader Building 
REGINA, CANADA 


To the Shareholders of 
The Canadian Co-operative Credit Society Limited. 

We have examined the balance sheet of the Canadian 
Co-operative Credit Society Limited as at December 31, 1961, 
and the statements of operations and surplus. for the year 
ended on that date and have obtained all the information and 
explanations we have required. Our examination included a 
general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 

In our opinion and according to the best. of our in- 
formation and the explanations given to us and as. shown by 
the books of the Society and accompanying balance sheet. and 
statements of operations and suprlus are properly drawn up 
so as to exhibit a true and correct view of the state of the 
affairs of the Society as, at December 31, 1961, and the 
results of its operations for the.year ended on that date, 
in accordance with generally accepted accounting principles 


applied on a basis consistent with that of the preceding year. 


"Deloitte Plender Haskins & Sells" 


January 22, 1962. Auditors. 
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Nethercut “Ga Young 


Terente, Ontario A204 
1 
2 
3 
4 
~ EXHIBIT A 
5 CANADTAN. CO-OPERATIVE, CREDIT SOCIETY. LIMITED 
(Incorporated under the Lawes of Cannda) 
6 BALANCE SHEET AS AT DACEMBER 31, 1961 
7 (With comparative figures as at December 31, 1960) 
ASSETS 
8 1961 1950 
CURRENT ASSETS: 
9 SRS EOD 1S NARADA RE SEIS ETI a tT he Cha $ 20,912.05 
n O MCMDEL Hs cccrerevcseaceseessaveseesesevsecsece 00,0 0 
Accrued interest on LOANS sce ass cuss calew esteem ee niece nie 6,012.33 1 Uy as I dah ip 
10 Accrued interest on BONE iso n.te.u vic e's eteieers aialaiiarsiere es 1,429.99 937.39 
Total, current. ABSEtSihisaenaiete sislesisie a debls 324,222.94 33,036.55 
11 INVESTMENTS - Schedule 1 - at cost plus amortized 
discount (market value 1961 - $117,520.00, 
1960 = WOO, FU sOU) caivae see eves a0 a eles ba sereereaereenteres 131,916.80 111,756.37 
12 TOTAL ..ccscccccceeceyseeuevece $456,139.74 $144,792.92 
SS 
13 LIABILITIES 
CURRENT LIABILITIES: 
14 Accounts PAVADLE .eccvecccvccnrecersesvevevessssrtoses § 28.30 $ 
Members GepOsltseccvececesccsrsccsvesesevesessssegeve 317,000.00 
15 Accrued interest on AEPOSLtSscevccecceccsvvevsevecers 4,457.70 15,349.27 
Total current liabilities. .ccccsseveeses 321,486.00 15,349.27 
16 CAPITAL AND SURPLUS: 
Capital Stock: 
Authorized: 
17 10,000 shares of $100.00 par value each 
Subscribed (1961 - 2,675, 1960 - 2,665) .eseseevuse 267,500.00 266,500.00 
18 Unpaid And uncalledecccececcrorcssevssseesesesvere 156,600.00 156,600.00 
Paid UPcsse essences eeesseerseescese Hesse ese peceaseeres 110,900.00 109,900.00 
Reserve for investment fluctuatlonS.ersccrescccecs 14,396.80 15,656.37 
19 Guarantee FUNG. coveveccvrersrosasesesseesseseseseoe 4,992.69 ___ 4,150.68 
150,289.49 129,707.05 
20 Surplus (deficit) ~ Exhibit Cocccccsccvecccveenecece — 4364.25, 263.40 
Total capital stock and deficit.sccoue 134,653.74 129,443.65 
21 
22 TOTAL. cocccvssveeveceseseeces $456,139.74 $144,792.92 
23 Signed on behalf of the Board: 
eesde desea ervtsteossesevenvese Director. 
24 
Sees eeeoteersoen ares sesers*s Director. 
25 
26 
27 
28 
29 
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Nethercut & Young 


Jerento, Ontaric 


CANADTAN CO-OPERATIVE CREDIT SOCIETY LIMITED 
—S a aa ee SSS SE a 


STATEMENT OF OPERATIONS 


FOR THE YEAR ENDED DECEMAER 31, 1961 


(With comparative figures for the previous year) 


REVENUE: 
UNGEREEL O11, LOANGs crs maya: » wiajeiae alategstercis epormetormiersie a steerer 
inkerest on Lnveatment s,s cscs oes sie saree eins piereaieletals 
Gainjon redemption;af: securitdesvenc.escescceneueneve 
Patronage dividend... eccescses 


see rrr e2eeraevnesseeeot ee ee 


EXPENSES: 
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6 DeCovare 3D lose 
MAMURLIY. © INEERESE PARQ AMORTIZED MARKET 
7 Ae seeT DATE PATE VALUE COST VALUE 
Canadian Government Bonds... Oct, 1/79 3 1/4% $ 50,059.00 $ 50,000.00 $ 41,000.00 
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Baris cs ae Pele ce cts semen allarew LO/ 71) 1% 10,000. 00 10,000.00 10,000.00 


TOTAL S Exhibit Maire « 0 cate Fe 06s ole < 


@evcereereeseoeee 


$133,000.00 $131,916.20 


117,520, 00 


$117,520.00 


TARA 
SUAY 


1000, 58 @ 
028,85 


ose, s 
.00€,8 
026,58 
000,01 
000,02 


es AE SOS Qos Pale keke +03 WALA! Ad 


GSSITSOMA = AE 
i202 = SAY 


eae @ 00.000,00 ¢ 
Ba.ETS os 00.060,cS8 


Se,ite,.$ 00,000,£ 


L€,T8C <2 00,000,0L 
9.503.800.0090, 28 
90.000,0!  00.900,0r 
00.000,0 90,000.01 
OS BEAL? npyoon ces 


Sell € 
ele s 


NS\r e 
XA\e S$ 
XE 
as 
xe 


“PRESS TeI YPISuTAN 
cya 


BIAG 


ev\l ,390 
@a\el voit 


ee\i .390 
Rael ,390 
eayls ylut 
Sa\ei sant 
rs Peay 


BURA Vin ov BSeRInddad 


THMITC SUL \ 


» Bhaos SInasnayeved athens 
»eebnog olzasnO to soatvord | 
navedotatas2 to sontvosd i 

ci ka Mach s 2 6+ a net OCR 
Satvenusd wali le sontvorxt tt 


osdeup 30 aontvorxd | 

is oR a oe hee ss ROS RanSE ‘ 
' gi3on2 avd'll lo sontvost | 
vine Sa eee) sed Sane eae nao se 
awerosadtes? Yo sonivors 


Rey Sane ers see eee 


Z1¥* LETT 91796657 L86°SZS‘T 627‘OL0ST 700‘ 6S%7°T €S7°760°T IS2‘79E T€ *229q 


ree) 24S “HE ooo‘S9T ys9%9EEST O00SSTS 7697S Zit ZOE “1 ”8S°916 g7zS‘SZE O€ “3des 
as = OLL‘68T O00‘OSE OTO*ZLE‘T O00‘OSZ  O0T0*LZ9 072° L8T‘T O€7‘068 O18‘962 o€ eunr 
< z 107‘ €T ooo‘ose zescevIST O00S00L ZzES‘ery HET OCT T L6S‘ly8 = ZES*7BZ)~—Ss«BSHT STE YOIPH 
B C19 *70Z 000SOSt vIZ‘OLEST Se6Slly §©66 LL 768 660‘99T ST ZLZS°7l8 = L7S * 167 T€ *9°d 
= 91S‘°6Z OO00‘O00E 2625966 SOISZZE = #Z 699 G1L°996 LEeo‘SztlL gl9‘THz o¢3des 
D 020‘%7S 000.002 36 6 E S¥Z8 osZ‘oze 6gs*Eess 09€ *87Z6 0/7969 §060‘7EZ o€ eunr 
96L°LI8 069‘64¥Z°T SLZ‘°SvEST ST‘ 104 786° TE6 886‘°869 966‘ZEZ LS6L‘TE YolPW 
OcyZ9T I vVEOSOSTSZ 79OZSEOEST OLL‘SZS8 719 “66 TIz‘Syl €07‘8H7Z T€ °*90q 
000‘ ZTE 000680°T O00SSEL 000‘4SE 000‘ZLZ 0005625  O000‘E6T o€ “ides 
000‘ZZ 000 ‘008 000‘Tvy  000‘6SE 000‘ 6ZZ 000‘2%S 000‘Z8T o€ eunr 
000‘z€8 000*09S*T OO00SEEOST O00SZLLS 000 © 872 o00'T9S oO00‘L8T 9C61 ‘TE°IPH 
000 *Z8z 000‘07S‘T O00°S6L 000‘SS*%Z 000‘ ZZ o00‘89S 000‘6ST T€ *22d 
LO6‘I¥ 3 Toz°Z2S OS6°S8T IS7¢‘T6E 601 ‘619 ZEeEefyoy 8 8§=LLL SST O€ “des 
Eth “98 pe 688 “E87 7 SOL + eSOL SLC ZEESOLS 6yl°lZ%y = ESS *TZHT O€ eunr 
901 ‘887 ¥e9°7B80°1I SBl*99L 6478‘STE 87S ‘76S 968°St7  cEeg*shT SS6T “TE YIPH 
SINGW@aINOad SINAMAMINOGA  ,,SUSWRSSAUT UT soUPTEg,, 
JO 3104S JO ssaoxe ut Worly pepntoxe) TVLIOL SINZKISHANI HSVO TViOL SINARESTANT HSVO 
GaLVOAALOdAH ul UI (Sy 9 vy°DeS‘*IOV U,SSY ITperQ do-oD) 


SaNnd TWALOV SINYKLSAANI GNVH NO SHONVIVd TVALOV SINARAYINOAY AANASAA ALTAIN 


“SONIMOWNOE AO TAYOOTU GNV NOINN LICHYO TVALNED *D °@ HO AYOLSIH ALIGINOIT 


NOINN LIGHYO TIVEINED °O “d JO AXTYA OL 


> 
= 
= 4 
<4 af 
— 
oo “ 
SS => 
~ ~— 
a > 
4 a 
ray = 
= “4 
= “ 
a= = 
= 
aS) > 


T@ a NdaHOS 


AONVNIA GNV ONIANVE NO NOISSIWACO TVAO'U 


han N ine) a wy ve) ~ fo) lon =) So N Se) st wy Ne) ~~ (oe) n =) ban N ise) 
Oe) = = Ul See — — — = — N N N N 


st 
N 


25 
26 


paraolt » woliey® 
srwtn®) olen 


i226 aeqous ot 


iS GIUGSHO? 


2dMUT JAUTDA 


000, SBT 


000 .S€8 
005.81 
000, EE 
Osa S81. 4 


Hey, 118 


oie, es 
€f6 dos 


10a, ec! 
OTT ,e8L 
gaze dE 
SEA, TELL 


SOMAMTT GUA OMIIMAE WO WOT22IMNOD IAYOS: 


MOIMU TIGHHD JAMSIMID .O .8 FO TIIAG OT 


STUART CRVAT 
CATASSATOIYH 

mort babuloxs) 
“sinomoesvel at aonsaisa" 


600,008 
000,006 


906 9s 


000,026. 
000,0cE 


606,cél 


BOUIWORAOT TO GH00RS MUA MOM TIGEAD 


£S SJUTaHOS 


CHA MD SHDMAIAG JAUTOA 


JATOT 


afd, 685, 


288, e848 
IGS (Ye 


000 ,d8¢,f 


000,082, 1 


000 ,008 
000, ¢80 


ACD O71, S 


ORS OAT Lf 


CEE O18 
ces .3ee 


AIT.OTE, 1 


St¢.c#l. 1 


O10, tke 


Sd, EE, L 
BI, 022. S 


JAHTVAD .9 .& FO YAOTSIN YTIGIUOII 


STVAMAATUONA AVAReAA YIIGLUOIL 


nl (8 3 MS.982.35A a'asA 3ibs15 go-03) 


QTHIMEATWT HeAD 
Z8v.aey As. ele 
SET, 2OS 201,858 
Ore.281 lee, 1ee 
000,2e0t 000, aT 
000 .6€6,1 000, TT2 
000,188 000, e2¢ 
000.2) O00, daze 
SBS EOE. I OTT, S28 
20S SAE, 1 ALA, 108 
Ol OSE Be, £22 
Bal. TS Agr, cad 
2E@, 0TH ett, Ses 
000,000 See. fas 
000,021 O£0, 182 
000,218  Azd. ise 


T6e, 282.1 OSA, O10 


JATOT 
Saas. 


SS2 ,Aez2 
S€é,O%e 
207, e190 
000. VSt 


500, af 
GOO, est 
000, S\t 
Af, ERC 


pee fee 
OBE BSE 
2iv,aae 


ee0 oot I 


Of1, 081.8 


Ode, 181 


S{I, $0&,.1 


A00 22s 


arias eaynl 


nm a em 


de3, 208 
eat, tea 
SEE DOR 
000,882 


000, [a2 
000 Ta? 
000 eve 
ELS, 2av 


BBE, 62a 


OVS. dlo. 


YEO. cst 
Sic, ats 


Tee, VAS 
OES 088 
ABE, ATL 
Ecs , ACO 


Head 


S68 88] 
€82, Sal 
CTT der 
000, ee! 


000 (él 
000 ,.S3i 
000,€ei 
£08, BAS 


BRE, SES 
Geu Ses 
813, as 
TSE LOS 


See,S8s 
OF oes 
8Se, c&F 
Tey. sof 


deel ff a 

OE . 

Of, si 
YE 


acel ,f€ 
O€ : 


0€ 


ié 


Veer Te d 


GE 
fe 


Seer .f& 
Of 
0& 
z€ 


¥, oung 


at 


“SS 
~ 
~ 
= 
- 
S 
«= 
= 
a) 


A209 


Terente, Ontaric 


SCHEDULE 21 


ZOE SHS 


296‘LT 


SINGWAUI NOT 


680°3729‘T 
GIS ‘*Z07 
€S9 ‘EOC 
O1S ‘799 ‘T 


£60‘ L70‘T 
799 ‘402 
189 ‘Cov 
020 ‘904 


767° 187 
Hye *BLT ST 


SINSKAUINOAY 


JO 3104S fo sseoxse uy 


SGNDA TVOLOV 


000‘ 00€ 
000 ‘008 


000‘ SLL 
000 ‘00S 
000‘0SS 


000 ‘87% 
000‘0S*% 
000 ‘00S 


(,,S}USMASSAUT UT sdUeTRY,, 
WOIy pepnyoxe) 

Gad LVOUHLOdAH 

SINGWLSAANT 


(aTpne pus-1eeah of Joefqns seinSty [96I‘ TE *29d) 


019'940'% HII*LY6°T 96° 660° G7S‘8Iv*2 Y6s‘ETS*T TEI 709 Te _ °99d 
€vo*Sle*Z 9TOSHLEST LZ76‘E00‘T 8zO‘9LI'Z z707E9ST LOO*4HS O€ ‘adas 
€66°787°Z SOL‘SOELSI BHz'ZSL OOES61T65T Slv*6ev‘T Sz78‘6ly O€ eure 
LZ0S90L°E OLL5689*7Z LSZ*9TOST LIs‘€votZ «= gEgSZESST = GLBSOTS §«= TOG TS TE YOAPH 
772° 7S6'C 926507 T 967° TEST SOL* S76" T 7 B18 CHP Toe lhe 18¥ T€ ‘9°d 
SEv°ISG*T 661°61L 6€7‘°ZE8 Ovl£S09°T SsoesvO7‘T Sey‘ TO¥ O€ “3025S 
Tel SULT ULLS Sil. ee. 190. 1 650 126" T. we BOGs Od 1 base hote bet O€ eunr 
8/6‘°967*1 ZE8*789 ©=9HT*HTS Ov6'vISST SOz‘9ETST SELSSLE O96T*TE YOAPK 
HST°O68‘°T S8zZ°6SL 698‘OET*T €ip*o9y*T SOL itl. Soe Ze Té .*°92a 
HG7‘ZELST €19°Sl9 = ogs S9S0 ST €€z‘97ZESI 3496S 9° 766 8SS ‘ICE O€ *3deS 
67L°OE9ST O9SSTSS B8I*6Z0‘T oSz‘tvesl Zyy* lOO‘. .. 818° SEE O€ eunr 
70S‘°zE9‘Z OOS*SHZ*T 7OO‘ HSE ST O9TSHSv°T O795060‘T O”S‘SE9E 6561 STE YOIPH 
TVLOL SaNaWLSHANI HSVO TVLOL SiNAKLSAANI HSYO 
ul Ul (Sh % 4° 98S*WOV U,Ssy ItTpeig do-o5) 
GNVH NO SHONVIVE TVALOY SINAWAUL NOY ZANASHY ALICIOOIT 
N ise) = nN oS 
“ ¢ 4» @ = © & &§ S&S NH 8 &@ BA SH 8 AR OS 


powld S> anarsbiol® 
atin) olen 


peur’ 


[S$ ga fUasHo! 


20uUT JAUTOA 


}o txod2@ to easoxe al 


STUIMIAIUNEA ASTMAMAATUDEA (Vetnoaszoval ai soosi nal! 


ASE SLI. I 


ges, 18S 
OS0,.G08 
183 ,c08 


y20, 180, 1 
~~ oFe, 80,1 


C22, £02 
tA #TE, S08 


280.888 .1 


2TuSMTea VT 
CSTADZHTOWH 
mox3 bsbuloxs) 


000, 002 


000 ,0ca 
‘000 88 


900,082. 


000 002 
G00. et% 


000,008 
000, O0£ 


HAH 10 


LATOT 


gay U3, 1 
Seg, SEN 1 
det, 008, 5 


Bye, deaf 
5k 
Ses, Fee. f 
SS 840, 5 


TSO,604 -€ 
Ete, 65a, 8 
CAG. SXE,S 


2R0U AAR 
‘ ) 


a 
erVMaNT ea Vu 


UTDA 
SL 2 
I Read 


‘pod. 88.8 O02 BAS, F HOO LABEL 


Od@, {22  881,e50,1 
eva 273 © 082,20, 1 
@as, ect eS, 08,5 
se8,888 dF, d18 
TTS,£1T AaB, 100.1 
Ver. eI ees 8E8 
ase, OSa, 1 oes 12.4 
OTT, @89,8 Ves ef 
201 G1. 2 BAL, Set 
Sle TEs USC, €00,4 
jeA, 20,6 


Of,d00,8 ALL, a0, 5 


2TVMAMAATUORA FVAIARA YTICTUOII 


dd.992,39A a'2eA tibe12 go-0d) 


JATOT 


Odi, dead, F 
aes fhe, 1 
CES OSE! 
£{a.38a,1 


OHO, AL2, 1 
ez0, 12,1 


. Od{ 200, f 


al Chel 


T12, €AO.S 
OO€ ,efe. 1 
gs0,ati,s 
282,818, 8 


eTVaMredvut 


osa,0e0.5 
gad, 100,! 
ZIM, Aee 


ROL aff, i 


208 dei, 1 
Hes BVI ft 
COE SOS. T 
Avg, c#a lf 


BEd, Sec. Lf 
ava, eta 1 
[£0, Stat 


£€8 €18,1 
_ (Sibue boe-1ssy oF Josi due sotugit fae. fé .99%) 


HEAD 


O82, £3€ 
ALB, 2€£ 
Bee, 12E 
BBE, ITE 


cet Bie 
cat, See 
2ea, [08 
Les, [6% 


eve 012 
268, 01a 
{OO Ade 
sea,ao 


Reel fe 
0€ 
O£ 
fe 


Oder, if 
o€ 
Of 
L€ 


fared fe 
OE 
D€ 
fe 


doteM 
saul 
.3qs2 
-93sd 


dorsi 
saul 

ssqse,. 
090 


dotsM 
saul 
.igeae 
.28G 


A210 


Terente, Ontario 


> 
= 
= 
So 
wb 
—/ 
ae 
= 
= 
5 
= 
-v 
— 


SCHEDULE 21 


7Z0‘886°Z 
ZOL‘91Z‘E 
8zB‘EEl‘€ 
841619657 


LEO S77‘ 
169 ‘S8L‘T 
Teo‘ 197°€ 
cre Oll'< 


€£S‘762 ‘7 
68651762 
OST‘06L°Z 
188 ‘+709 *Z 


ZSOSELL 
Tse *7Bl 
901 ‘088 
1S0‘810‘°€ 


TOT ‘8Zz‘€ 
000‘ E11*# 
000 £616 *Z 
000‘S9S‘T 


000 #Tz *T 
790‘ 677 ‘T 
000870‘ T 
6SS*€6L 


% 


NOIS SIWdad 


ON IMOWNOE 
qasonn 


000° SzS 9z8°Sz9°6 ose ‘Sel ‘eT 1S0*L70‘1 Te °2°d 

000‘SZZ 000‘008°T  3869°7z0°8 007918 ‘ET Zoe *7S oc “Ides 

000 ‘00S 000‘seZ*T 76z°SS8‘L oz1‘#z8 ‘eT 799 * 707 o€ eunr 

000‘0SS ooo’sze‘t  zol*vls*l 0S8 ‘917 ‘ZT Z96°LT 0961S TE FARK 

000 ‘827 ooo'sz6't ele‘ lznel O19 €tz EI 189 *€04 Ie °>°d 

000‘ 0S*% eyg'see’z  0S2°979°9 Z6z‘S18* IT 070‘904% oc “3des 

000‘00S o00fOST'T sitz‘6eL‘9 LZ‘ OS8 ‘TT 767° L87 o€ eunr 

000‘ 0z SgL‘OL7°L 091‘ 18S‘OT re *SLT'T 6S6T TE YAPH 

TEL‘ 6S 970‘ S62 °L 962 °6179 6 Z17‘ LET Te ‘290d 

000‘ S9T 000° 09S Ly *ozs‘s LETS LOTSOT 77S °7E o¢ “3095S 

000‘ OSE OOOTOLIST oTz‘9eE°S 09€ ‘972 ‘OT OLL‘68T o€ eur 

000 ‘OSE 000* SOE €s59‘*0S9‘S 07S‘016‘8 Tov ‘€T QS6TSTE GAP 

000‘ 0SZ Lystoze’t = L7S*0€8°S onT*7L1'8 S19 ‘707 Te °29d 

000‘ 00€ o00'ss6*t vls*ees*?7 976 °006°L 91S‘ 62 oc *30eS 

000‘ 002 o00°S9s*t  o008*T79*¥ LoS‘ l8z‘L 970 £75 o€ eunr 

76‘ 659 °7 GL6OSLLOSL 96L°L18 LS6T* TE GYAPW 

ZL0°896‘¥ €L1°961'8 O77 ‘Z9T ST Te “790d 

000‘ SEZ 000‘z98‘€ 000‘012*8 000‘ ZTE o¢ ‘3409S 

000‘0247 000‘9%79 *€ 000‘S86‘9 000‘7Z o€ eunr 

000‘8eZL‘€ 000‘ E0E.s 000‘ZE€8 QS6I‘STE YOIPH 

000‘ 06L‘E 000*700‘S 000‘78Z Te °2°d 

000‘ OTS #7G * S60°€ 109 ‘#S8*¥ L06 ‘1% oc *3deS 

000‘ 009 000‘zS8°Z 000‘ 00S‘* €77‘98 o€ eunr 

000 00T 1S9‘ZL6‘Z 01z‘998*E€ 90T ‘887 SS6ISTE GOIPH 

ee 
‘50S L1qauo’ d0-09 SUNVa SLISOdaa Gillinuad SINAWAaINOTE SINANAYI NOTES 
NVIGVNVO wostz : word SON IMOWNOd jo jzaoyg jo sseoxe UT 
SONIMOUNOR TWALOV WOWIXVH SGNnA IVALOV 
— 
nN 

g 5 G9 2 8 *29e8a8hS SR ARKRRAR RAG 


pitwol® Sy tuaredtoKKs 
orwie®) stew 


IS S0UGsHoe 


as 2unu 


OM IWOAROG 
Horgermang 


ete, Ee 


- 006,840, 1 


£o0, AC f 


000, A186, 1 


000,2a2,1 


000 eres 
G00,E55 4 
T0i 888 ,.£ 


£20,810, 


7 20% 088 


£2€,S3h 
S20,.€07 


V88 AGO ,S 
Oe1 ORL .S 
ese. ise,s 


£€e,H€8 8 


eve O11 .£ 
10, Jaa,€ 
Tes 26h I 
Teo cba Sf 


Bal Yae,S 
888 £27 .€ 
S01 .o18,.€ 
$S0, 882.5 


& 


060, 006 
006 ,06£ 
000, Ocs 


200, O28 
009, Oe 
000, Za4 


GOO , 00g 
060 O28 
000 .8se 


GOO , Oke 
000 .60¢ 
000,207 


JAUTOA 
QsUAa eTr20a%0 
900,00! F28 S628 
000, 008 O00 S28, 5 
000,052 AdZ, 2RO,E 
. 000, 0€T .€ 
000,88 ,£ 

900,088 000,80 .£ 
000,268 _ G00, 638.£ 
STO. 882,38 

age, 82a,8 

000,202,1 08,1823 
006,28@,2 odt2,£88,s 
(a2, 08,1. TA Of8,2 
060, 20€ £28 ,028,2 
O00, OVI, OLS, a€8,2 
600,082 TAL, OSE,2 
FOX, 02 ATO, 2eS,1 
000, 08 @8t OTS. 
000,021,1 29, e€5.a 
EAB,2EC.S  08T, 43,0 
000,28@,1 ETE, TSA,T 
000.28€.f£ sot, ate,¢ 
O0O,FET, 1 SOS, 228.1 
000,008, 8ea,ase,8 
O00, 82 BSB, 283,.e 


ee 


OLS 088, € 


MUMIZAM 


eo WORE 


GaTTIMAIs 


000 ,002,4 
O03 28,4 
000,400 ,2 


000, €0£ ,¢ 
G00 ,.2S2.d 
O00 ,OIS .8 
EVi,oe! 8 


eye, Ti8, 1 
you, Vas .¥ 
e$2,06e,1 


OAL AVI,8 


O82 OL 8 
GSE, O8S OL 
VEL Val Of 
BES, C43. 2 


Ost, 18€.01 
Tas 028.11 
S05 816.11 
OFS, E88 ff 


028 ,oLA, SI 
OST SSS, EL 
B04 ,.a18 £4 
O%8,.6€1 Ef 


ss 


GMUT .TAUTOA 


30 trong jo eesoxe ni 


PIMAMAAT UOTE 


Edd 08 


702, fA 


O20 , de 


see. tl 


soe 


ae 


STUSMAAL UCR 


ee 


ool, g84 


600, S8T 


000. SE8 
600, ef 
G00, TLE 
Osa, Sar,f 


ey, 118 


at2.es 
218 dos 


‘£08 ,€1 


Ott eat 
Ga? 8S 
SIA NEL. 1 


MME BTL eI 


SOA, 12S 
OS0 208 
183 £08 
$33 , AOE 


Y2o, (sG,1 


22e1,f& dowsM 
C& saul 

O€ .4qe2 

f€é .9sq 
deel. f& doaeM 
Cf sant 

OE .3qe2 

fe “380 
Veei,f2 dora 
O£ saul 

OF .Aqg82 

f@ sad 
BFL, 1& dots 
OF saul 

. GE .3qe2 

f€ .ovaa 

e@2ei i¢ doveM 
O£ onub 

OE .tase 

f€ .58d 

Ose! f€ doxsM 
GE anul 

GE .3qe2 

fé .sed 


= 
= 
3 
> 
Nee) 
~ 
~ 
= 
c 
= 
nae 
<= 
<3 


Aell 


Terente, Ontario 


SCHEDULE 21 


aya Jo eTes V 


*spuoq fq paanses AT[N} eie ssuyMori09g essyL 


+ ,WOTSSTWIe9g BUTMOIIOG pesnuy,, UT UMOYS STeIOR UTeII99 
UI S9SPeIDUT UPeM P[NOM os pue MOIIOG 03 ARTTTGe Ano BuTsPsrsuUyT FO Joezzo oy VAPY PTNOM (AqeT20S 3Tpe3D 
aATIPIado-oD uPTpeurD Jyo Aed 02 pasn Buteq spsav0id) sZ8uyMoiioq Tenjoe UT UOFJoNpet quenbesuod sy} 4TM Spuog 


“pa AJeTIOS ATperp sat Ieisdo-o0) uPTpeur) Worzjz 


s8uTMo1z0q Jo JUnowe Aq pasPeroUT oq urd‘ pesn jou ynq yoy Aq peqzTMIed ssutTMort0q se pesseidxe AATptnbtT x 


(atpne pus-1eef 03 Joafqns seinszyq [961 “TE “9°d) 


9€47‘6S9°E 000‘ 00€ #79 °7605ZI 090‘ZS0‘9T 
891‘°l86‘Z 000 ‘008 000 ‘994 ‘T ZHT 088 ‘OT O16 ‘EETS9OT 
G6L‘ELESS 000‘ TZ 60S ‘96S ‘6 ooe* TIL‘ ST 
O16 ‘S#l‘¥ 066° Z1Z‘OT 00S‘€96‘47T 
NOISSiInudd * *D0S LIdaud* d0-09 SINVa SLISOdaa daLLindad 
ON IMOWNOT NVIQVNVO wo1g wor4 SONIMOUYOS 
aasnnn SONIMOWYOR TVALOV WOWIXVNW 
Ww) \o 

teu epee on Sy S25 S28 8 


21 


22 


SINANAUINOAY 


23 


680‘8z9°T 
G1S*Z0z 
€S9‘E9S 
01S ‘799 ‘T 


SINSWAYI NOT 


JO 3104S JO sseodxs Ul 
SGNNa 'TVALOV 


24 


25 
26 


TEe “99d 
o€ “ades 
o€ eunr 


TO61STE YAW 


27 
28 
29 


30 | 


ZOU IWORHOR JAUTOA | _ MUMIXAM aqUUY JAUTOA 


a WAIGAMAD aot! = ~———s 0s BON IWORSOE ¥6 dsod@ Io 2asoxs. ni 
2. 202 TICI#2. 10-09 2mad =. BT L20ca0 _ GSTTIMGT . 2TWEMIAIUONA eTWaMBeTUORE 
4 % ose, zat, a O82, fIf.0f O02, £00,a1 Ofé,.£30,! I8et, 1€ dowsM 
2 4 200 gEEe 000 fat “pgot eee. 2 GOELLIT, ef E26 £82 O€ spel 
; 4 2 81,582, O00 ,008 O00 ;dda, I S$Al,088,02 — Ole, €€1,e! 212, S05 OE stqs2 
os 4 aed, e2a.£ 000 ,00€ #$d, 620,81 680, Se0,a/ 280; 888, i lé .98d 
Z = (atbus bns-rsesy of Josidue astuatt feel ,f& .990) 


E & agaiworted io anuoms yd baeestocit sd oss, bseu jon gid SoA yd botitmieq agaiwosrod 28 bssesiqxe yitbiupid * 
edt te efse A .ebrod yd bexvose yilut sas egniwowrod seedT .bad yistoo? sibes) svide19qQo-09 neibarsd mova 
evijsisqo-0) ostbansd tte ysq of bseu gmied abseso1q) sgniworred Iautos ni noitoubss tusupsanes sf. dtiw abned 
; ni esasevonk asom bivew oe canes wowed 62 yiilids awo gntesezont Ie to9ite six sve Bluow (yJeto02 s4b939 
."“nolesimssd gniwerred boennl ai owatle eisto3 nisires 


f ee 
fg SuueHOe 


Nethercut & Young 
Terente, Ontaric Aele 


SCHEDULE 23 


ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE 23 


TO BRIEF OF B.C. CENTRAL CREDIT UNION 
A SUMMARY OF THE DEVELOPMENT AND EXTENT OF 
" CHEQUING" SERVICES 

Pressure by members of credit unions in British 
Columbia, partly arising from experiences in other provinces, 
stimulated the development of a tyne of cash withdrawal ser- 
vice before 1948, This service was the predecessor of 
Secondary Chequing and, starting in 1948 those credit unions 
providing this withdrawal service gradually changed over to 
the Secondary Chequing. The first to make a special arrange- 
ment with a chartered bank was B. C. Central Credit Union, 
(this was called the primary service, involving Central and 
its member credit unions) and the other, Prince Rupert 
Fishermen's Credit Union for its individual members (and called 
Secondary Chequing involving the individual credit union and 
its members). It was not until 1951 that a general arrangement 
was made through Central for a secondary plan for credit unions. 
By 1955, 20 credit unions were providing this service and the 
volume of business done, together with Central's Primary Ser- 
vice, amounted to a monthly turnover of 6 to 7 million dollars 
(3 to 34 million in deposits and the same in withdrawals.) By 
1959 there were 55 credit unions providing this service and 
by December, 1961 almost 70 credit unions. In January, 1959 
Central cleared 27,000 credit union orders amounting to about 
$9,000,000.00 which by January, 1962 had grown to 66,000 orders 
for $13,000,000.00. 

Involved in the new Centralized Clearing Plan (a copy 
of which forms part of Schedule 24 hereto) is the sorting of 
bank cheques and Government of Canada items such as money 
orders, postal notes, pension cheques, etc. Following are the 


statistics of bank and government items sorted and cleared to 


Vv ; ~ i 
at pow Ss wrowelisl®, ; Tele 
OIA. . srenin®) catese ee 


. gs 3 2 
HOTMT TICIAD JARTMED 19.8 FO GAIA OT 
TO THATKY GWA THAMGOURVAG AHT FO YAAMMUe A 
AAOIVARE “QALIVORHO ™ ae 


detdivd at enotnu ¢ibesto to eisdmem yd goainnes 
,esontvoig tedto af esonstisqxe mott anttetis yitasq ,sidmulood 
-qse [awethddiw deso ic scvt s« to tasmgolevesb odd Hbotslumite 
to tosesoobsta sit esw eotverse efdT -S#0L stotod solv 
anotay tfrbe1to szold 8HeL ot antiiede Seen giiupedd yisbnoose 
ot tevo berasdo yllsvBets eotvise Isewetbddiw eldd gntbtvorg 
-~sgietis fetooqe § sxem of detit edt . .gaiuperld yrabnopee Sit 
ptolay tibesx) Istine) .0 .d eam Seid betetisdo 6 Attw tmem. 
bis Istdas) gnivilovar ,soltviss vipmite end bel{s9 esw etdd) 
stoquA soatitd _tailto eid pas Ceaolay $tnedo Sredmempe st 
efiso bas) ex1sdmem Laubivibar adi 10% ate tiberd e'nemisdelt 
bas notmay ¢ibeto Isubivipalt odd wabehoss) eatupedd ytebao0sse 
semeansite fetsneg s tant [el Iftau dom eew tI) e(ersdmom edt 
aotas dibe ts tot asiq ytebdoose s tot leréiaso sguoudd 9bsm esw 
ofi¢ bas sotviee atdd gnitiivortg stow enotny ttbges 08 Baer ya 
-198 yremied e'iettasd dtiw tottenod (nob eeentéesd to omulov 
eisiiob nolilim VY od d to tevontsd tidinor s oJ betnuoms .solv 
ya (cabewetindd tw ni oms2e edt brs etteoqeb at politi 4& oF £) 
bas gotvise elds yntbivosq enotme tibeto @2 s1ew atedd Ceel 
C@OL ,~yisuael ot .enolau tibsto OF feomi{s Lael ,tedms0sd yd 
tuots of gnttavoms exsb10 aotay stbeto 000, VS horeelo Istitnsd 
stohto 000,30 st nwotg ber Sdel eYIeueSL, yd dotdw 00.000,000, 0% 
. -00,000 ,000, £18 tot 

roo #) asfd gatiseld bosiistinsS wed eft ot bevioval 
to gntstoe edt et (odsron 4S olubedo® Te f4eq entot dofdw to 
yonom ee dove eametf sbansO to dmemitevoDdD Bus esupono aAned 
eft ots gmtwollot .ots ,senvpoto molemeg ,estom lsteog ee tebto 


ot beresio bas betroe enistt teomatevea bas Hned to solttetisite 


__30 | 


N ethercut &é Young 


; As . 
Tercnte, Ontaric 


SCHEDULE 23 


the principal offices in Vancouver of the chartered banks, 


being those items going through Central's Vancouver office 


only. 


Bank & Government Postal Orders Government Car 
Items Only & Paper Cheque 

Noe Value Noe Value Value 
Oct/61 54,335 $7,720,072.00 4925 $151,750.00 $432,311.00 
Nov/6l 53,224 7,776,319.00 5083 147,559.00 384,585.00 
Dec/61l 55,395 8,053,089.00 4633 131,347.00 453,222.00 
Jan/62 48,703 6,446,992.00 4641 127,059.00 328,042.00 
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SCHEDULE 24 

ROYAL COMMISSION ON BANKING AND FINANCE 
SCHEDULE 24 

TO BRIEF OF B.C. CENTRAL CREDIT UNION 


AN EXPLANATORY HISTORY OF THE DEVELOPMENT OF CLEARING 
ARRANGEMENTS, THE CHANGES WHICH TOOK PLACE IN 1959, 
RATE CHANGES AND THE MANNER IN WHICH THE SYSTEM WORKS 


PART I 
Prior to 1959 a personal. or secondary chequing service 


for a credit union and its members was obtained by application 
to a particular bank. Upon approval the cheque or order form 
to be used was identified by having printed upon it the parti- 
cular bank's clearing number. Service charges against accounts 
maintained with the banks were at the then current rates with 
the exception that the charge for secondary orders was 2¢ each, 
not the standard cost for individual charges against a bank's 
client's account; the argument for the lesser charge being that 
none of the responsibilities of forgery, dating, endorsement, 
etc. were required of the bank and in addition the orders could 
be listed for simplification of posting. As much centralization 
of handling of credit union orders and of bank cheques as could 
be conveniently done was undertaken by Central on behalf of 
itself and its members. 

The new program of "Centralized Clearing" as worked 
out with the Canadian Bankers Association and as made effective 
January 2, 1959, (a copy of this plan is attached as Part II of 
this Schedule) recognized and made more effective this central- 
ization which Central was doing. It did not though provide 
for any reciprocal charge for the clearing and sorting work done 
by Central for the banks. This involves sorting and listing of 
bank cheques, sorting and listing of all types of Government of 
Canada cheques, including post office money orders. In fact, 
in B. C. we do not get credit for the depositing of Canada 
items until the following day. 

The 1959 "Clearing Plan" requires that the credit 
unions pay the banks 23¢ in some cases (with certain allowances 


for fee balances), and 5¢ in others (plus certain percentages) 
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SCHEDULE 24 
for taking on deposit from us their own cheques (see Section 
12 of Clearing Plan attached.) Also required is that the 
credit unions pay the bank 5¢ for. each credit union order 
charged to its account (Section 7 of Clearing. Plan) and in 
addition 23¢ for each credit union order with certain excep- 
tions. as. set,out.in,Section 17. 0f. the Clearing..Plan. 

As between banks, certain reciprocal arrangements 
prevail in the matter of exchange at non-competitive. points. 
This. "Clearing Plan" coes not. provide for any such arrangement 
and in fact the practice of the bank is to charge maximum (non- 
competitive) exchange rates on credit union orders in spite of 
the fact that. Central is required to maintain an account with 
the main branch in B. C. of each chartered bank and as a 
result the order upon which exchange is charged stays within 
the particular bank's. own system. 

The "Clearing Plan" also introduced a schedule of 
charges for supply cash. This is set out in Section 19. 

In the course of discussion seeking agreement on 
charges etc. it was felt that regular meetings could profitably 
be held between the special committee of the Canadian Bankers 
Association and representatives of credit unions operating 
under the "Clearing Plan Schedule B." One such meeting early 
in 1961 was held at which time requests were made by the credit 
union representatives for some changes. These concerned: 

1. Exchanges Charges 

2. Delayed Posting. The bank hands over the credit 
union clearing each day but, in nearly all cases, charges the 
amount of the clearing under the previous day's date. This has 
the effect of reducing the credit union's deposit account 
balance with the bank without the credit union having the 
opportunity of making any adjustment by way of offsetting 
deposits. 

3. Dealing with one bank. This would simplify the 
problem of pick up and delivery of each other's items, both 


phases having to be done by the credit union, 
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SCHEDULE 24 

4. Alternative method of settlemont at local points. 
Two methods of settlement at local points are set out in 
Schedule B, both require an account to be maintained at the 
local point. A special "Clearing Plan" for the Province of 
Quebec allows of settlement at local Be ihus by means of a 
settlement voucher upon the Central Credit Union each day. 

5. Additional clearing points in each provine « The 
city in each province in which is situated the Bank of Canada 
is the only clearing point the agreement provides for. 

No agreement or change arising out of these requests 
came out of that meeting, nor was there any indication by the 
banks of any intention to reduce some of their charges when 
the credit union representatives showed them figures indicating 
the volume of work done by the Ceutrals. which tended to consider- 


ably relieve the banks of some of their handling costs. 
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SCHEDULE "B" 
CLEARING PRIVILEGES 


CREDIT UNIONS (INCLUDING CAISSES POPULAIRES 
OUTSIDE THE PROVINCE OF QUEBEC 


CENTRALIZED CLEARING PLAN 


l. Arrangements may be made between a member union 
and the Central for the clearing of orders and cheques through 
the Central in accordance with this schedule (herein called 
"the centralized clearing plan"). 

2. This schedule applies to credit unions, including 
central credit unions, in any province and to caisses populaires 
outside the Province of Quebec, that permit the issuance of 
orders on them by their members and are in a centralized clear- 
ing plan. If a credit union has not joined a centralized 
clearing plan Schedule "A" applies. 

3. (a) In this schedule, the term "credit union" 
means any organization referred to in 2 above, "Central" means 
a central credit union, "member union" means a credit union 
affiliated with the Central, "branch" means a branch or agency 
of a bank but does not include a sub branch, "local" means 
within the local clearing area, and “outside points" means 
places outside the local clearing area. 

(pb) "Order" means an order drawn on a credit 
union. Orders are not cheques as defined in the Bills of 
Exchange Act. 

(c) “Clearing privilege" means the privilege of 
having orders drawn on a credit union by its members and cheques 
negotiated by a credit union for its members cleared through 


the clearing facilities provided by the banks. 


Orders on Credit Unions 


ly A clearing privilege for orders shall not be 


granted without the approval of the General Manager of each 


bank concerned and may be granted only on the terms and 
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conditions stipulated in this schedule. 
5» (a) Orders drawn on credit unions shall bear the 
following marking at the right end of tne order in the space 


above the amount: 


(Name of 
city) 


indicating the clearing point at which settlement will be made 
for orders negotiated by the banks, but orders shall not bear 
the name of a bank. Settlement for orders will be made by one 
Central at the Bank of Canada settlement point indicated below 
(herein called "the clearing point"): 


Orders on Credit 
Unions in Clearing Point 


British COlUMbba. sa. cose oW ot as VENCOUVEr 

AL Wer td os 60.6 <islogs div. yah tus 6 6s ee OA LOY, 

WASKAUCHOWEsscvc oe ose wesc oy © eee. ie 

Manitoba. cess accccsceccvsvevs Winhipeg 

ONVAT1O s+ cic s0)se detec ss ose LOT One 

New Brinig witcitscus oveaksten ole oveberere 6 GiionnG John 

NWOVa COU LSS + 0.4.0. to oe eres 4 « co slepiiel a ok 

6. The Central will conduct with the main branch of 
each bank at the clearing point a current account to which the 
orders will be charged. Orders negotiated by banks will be 
sent to the clearing point. 

Exception - At points other than clearing points, 

orders negotiated locally drawn on a local credit 

union will be cleared through the local bank with 
which it conducts an account or with which the Central 
conducts an account, to which the orders will be 
charged. 

7, The credit anion will pay a clearing fee of 5¢ for 
each order charged to its account with a bank. The clearing fee 
will be collected by the bank charging the orders to the account 

8, Banks will not grant a par crossing privilege for 
orders or recognize the par crossings on orders crossed nego- 
tiable without charge at the office of a credit union. 

9, The credit union will have orders on it printed 


at its expense on its own paper (not the bank's safety paper.) 


Dishonoured Orders 


10. (a) On each banking day the Central or member 


union will take delivery at the bank of orders charged to its 
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ccount. The Central will forward the orders without delay to 
he member unions on which they are drawn. The latter will 
eturn to the Central on day of receipt any orders which are 
npaid. The Central will return the unpaid orders to the 
learing bank not later than 12 noon of the business day 
ollowing the day of receipt of the unpaid orders by it. 

(b) Orders on a member union cleared to it will 
e considered as paid unless returned to the bank by 2:30. p.m. 
n day of receipt by the member union. 

ll. (a) The Central or member union will pay the 
ank a charge of 25¢ with respect to each order which is re- 
tienen: "N.S.r,” 

(b) Each "N.S.F." order shall be stamped as 
ollows by the branch to which it is returned by the Central or 
ember union: 

Pursuant to clearing rules this item may 

not be cleared again unless certified. 
hegues and Other Items Clearable through Banks 

12. Cheques on banks, government cheques, government 
nd other bonds and coupons and other items clearable through 

bank which are negotiated by memher unions will not be de- 
osited in local branches. Such items will be sent to the 
entral and deposited in the main branches of the banks. Wher- 
ver possible, the Central will deposit in the main branch of 
ach bank all cheques on branches of that bank. 

Exception - At points other than clearing points, 

cheques negotiated locally drawn on accounts at 

local banks and grain or creamery tickets may be 

deposited in the local branch with which the credit 

union or Central conducts an account. 

13. For the clearing of cheques and other items 
eposited by the Central the following rates shall apply: 

(a) Cheques issued by the Government of Canada 
or the province in. which the branch is 
LOCOCO ca cect bebe Sew Oaderacctvsah CHaLrEe.s 


(b) Cheques drawn on accounts at the branch 
where they are deposited..... ---No charge. 


(c) Grain and creamery tickets......No charge. 


qos! Sawada te ; 


srs) owe 


#$ GiUCTHOe 
ot yelob tuodtiw evebie sft. btswret Iitw fertasd oAT ..tauooosl 


fitw todtef£ ofT .tweib sts yodt dotdw ao enotnu isdmem ond 


eis doidw erebto vas dqtosoes To yeb mo IstineD sdt ot amutom 

att ot etoebto biaqau oft atuter Iftw Isitinso sAT bhaatt 

yeb eeonteaud add to fioom SL nant total gon Aned gnttesid 

<ti yd etebto bisaqw oft ‘to tqleoer To ysb odd sntwollot 

Sifw tt ot betsefo moinn sen s m6 Bi9b10 (d) hitmen - 
meq OF3S Vd daed off od boatutes eeolav bieq 2s botebtenoo og 

Aokn tadmasm oft yd tqtsoet to ysb ad 


eft yeq [Ltw notnu redmem ‘to Iettaed sdT (8) Hig 


ea boqmets od Liede tebto ".4.3.0" dosa  (d). 
to Letitned ont vd boavuter at df dotdw ot domatd oft yd ewollo 


_ionolay todmea- 


to donetd atem odd at ttaoqeb Iitw Isttasd sad ,ofdteeog : 


yen modt efdd selut giftsels ot tasuetT 
-beittties eeolay otegs Betsslo od ton 


exasd dayoidt sldsipel) emsiI tedj0 bas gou od 


tagmateveoxn ,sevpedo dnemattevoy ,etnsd no eaupsdd «Sst 
Hasotdd eldsrselo emett tonto bas edoguoos bas ebaod tsnto bri 
aob ed ton [ftw enotnu tednem yd betstiogea ots doldw Aned 

| edi ot thee od Litw emott dowS .eersnetd Laool at betteo o 
—jo8W .adosd oft to esdonetd niam odd at batieoqeb bas Iatins 
Os 


.tosd gene to esdonstd. no eenpedo [fs aAnsd doag TS 


~ ,etmtog gattsslo asit stedto einmiog tA - gofiqooxd 
ds ednvosos mo mwath yilsool. bsteitogen eatipono 
eq vem etowstt yvisitiests to alstg brie eadmaed Isool 


tibero sdi dotdow dtiw donetd Issol ent at betteoqohb 
-tnvosos os etoubaoo [exiasd to notnag 


ss 
, 


pmotf aediéo bie sepsis to ycnitesto ode to# .EL #8 


sheng) to dnematevedD ont yd boweet ssupendd (s) 
elt donstd sAdt dotdw af sonivotig oft to 
eon 1sAo tet og Gra MOE aw 6 oa 4 6 € Sits On 


donead sft ts etawooos no mwstbh esupendd €d) 
~ogiedo. of...sse.ed9dizoqsb ots yod? stedw 


.9etsdo off......etenvott vwremsoto bos alter) (9) 


Nethercut & Young 
Terente, Ontario 


A220 


SCHEDULE 24 
(d) Local clearing items (cheques drawn on 
or payable at other local branches or 
banks, including cheques on outside 
points crossed negotiable without charge 
TOCEILY ficssacecevat wens reer cone meet 
after allowing 4 free items 
for each $50 of minimum 
monthly credit balance in 
the current account. 
(e) Cheques on outside points: 
Up to $5000 endh:..caseceed? G8Ch plus 
1/10% on daily total. 
Over F000 UGsCNs vicwam aces L/Loe, mii. 
$5 on each item. 


oT) COUDOUS  paseecoen ey oeuapeanuecsaaneelcer 
rates, vizt 


Up- tO" SS TOOOs s a Pare ce Lewis oe PEE » 
$.25 - for coupons of each 
issuer or debtor. 

OVEr GosOCOr se tees scene Chet ay Cee eerily 
#5.00 - for coupons of each 
issuer or debtor. 

(2B). BORGES. GOS OOPCe Of 8, S0SRs LSREShl EP rates 

14. (a) Cheques and other items shall be sorted and 
listed by the Central in the manner most convenient to the bank 
for purposes of clearing. 

(b) Government of Canada cheques shall be 
endorsed by the Central with a suitable rubber stamp showing 
the date and’ the endorsement of both the Central and the clear- 
ing bank. Government of Canada coupons shall be cancelled and 
redeemed Canada Savings Bonds endorsed as required by the Bank 
of Canada. 

(c). The Central shall prepare Government of 
Canada cheques, coupons and bonds for clearing as required by 
the Bank of Canada in the same manner as required of bank 
branches. i.e., card cheques, coupons and redeemed Canada 
Savings Bonds shall. be sorted, listed and enclosed in the 
appropriate envelopes. The envelopes shall be sealed and shall 
show on the outside the name of the Central and the total 
amount of the items enclosed. The Central shall undertake to 
make good any errors reported by the Bank of Canada and shall 
pay the clearing bank a fee of ¢1.00 for each error to cover 


the cost of adjusting. It shall also undertake to reimburse 
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the clearing bank for any items lost in transit between the 
Bank of Canada local agency and the Bank of Canada, Ottawa, 
for which the clearing bank is required to reimburse the Bank 


of Canada. 


Accounts of Centrals - Service Charges 


15. No service charges will be applied to current 


accounts of a Central at main hranches at a clearing point. 


Accounts of Member Un.ons - Service Charges 
16. For the clearing of the following items 


deposited by a member union the following rates shall apply: 


(a) Cheques drawn on accounts at the branch 
where they are deposited......No charge. 


(b) Grain and creamery tickets....No charge. 
(c) Coupons and bonds of a local issuer or 
dehtor, payable at the branch where they 
ATS GENOSLLCGe aocweccvacasrecseeN Charge, 
(d) Local clearing items (cheques drawn on 
accounts at other local branches or 
Wartira) s,s x5 5 baseeten mek Cas ae eee eee each as 
calculated 
in 17 below. 
17. Current accounts of member unions: shall in 
every case be subject to service charges of 10¢ per entry 
(debit or credit) after allowing one free entry for each $50 
of minimum monthly balance. A record of the number of the 
following items will be kept by the bank: 


Orders charged to the account (whether posted 
separately or listed and charged in a total) 


Local clearing items deposited (see 16(d) above) 
and each 4 of these items will be counted as one entry for pur- 
poses of applying service charges. 
(The effect of the foregoing is a charge of 10¢ per entry, 2#¢ 
per order and es+¢ for cach local clearing item, after allowing 
1 free entry or 4 free orders or 4 free local clearing items 
for each $50 of minimum monthly balance. ) 

18, Where a member union makes deposits in an 
account in the name of the Central, the account will be subject 


to the rates in 16 and 17 above. 


ie Beeb ry lle a =a ae eS ae ou 
oe eee 
sivata® ote 3 


vS qUCHHOR 
oft neowted thenstt al teol emad< yas 10% aned antiesto ad} 
pswetsO ,sbsaed lo anet edd bas yotiegs Iscol ebansd to aned 
Anse adil eerudmiet ot hetivpst ef ated amtaselo edt dotdw tot 


»ebansd to 


esptedd ootvisé - elerias) to einyoood 
tastiv9 ot bo tlaqe 5d titw eeatsdo gsofviee Oo .el 


wtatoq amtiselo 6 3s eefonetd diam ts Lattmed s to etnuooos 


anisit gatwollot eft to aattasio sid to¥ OL 
syiqqs Ifede egtat giiwolfot odd sotnu tadmom ea yd batteoqsd 


doaetd add ta edioose to pwetb eeuped0 (8) 
<egisdo ol.....-Dadizouss ets ysoi etedw 


.optedo ofl.s..atexvords yromeoto bas ated (d) 
qo tovert Leoof s to ebaod bis emoquod (9) 
yen? eatedw dons 1d art te oldeyeaq . totdeb 
@S31809 Oivk bone Panes ec erp SORE OTne Ose 
4O mweth eeupedto) emodl gitiesto Leool fb) 
xo 2aorfonetd Issol 1tenifo fe etapooos 
ee nose BACs iveccsesengensesee cee BME 
bsteluolso 
ewoled Vi af 
ak Siede adotau tsdmem to. einvooos tmetwo .. vl 
wins toq OL. bo eagisis. solvise ot tostdye sd 9289 YtIsvs 
O24 dess tot yitas es1t edo gaiwolis teste (ttbeto to tideb) 
adit to todmun oft to biosot A. -coneled yiddnom mumtain To 
ruined of vd tqed od Iflfw emest gniiwoflot 


betecq tedienw) tavooos ond od bogtedo eieb10 
Ciesdot a af beytadto bas bodetl to ylefateqse 


“(svode (b)aI ese) bettecash emai antrests Iso 
-tuq SOT Yttas emo 28 batavods od Iftw emadt oserts to 4 doses bas 


,2en%eio estvase gatylqqs to eseog 


mSS .vtdas i9q 401 TO sptedo « ei aniogetot est Io fooTtts sat) 
gaiwolls witte .mait gaissefs fsool fdoed wt HES bas tebt0 t9q 
amaét satvasio esol sett 4 to stebid eett # 10 yttas estt f ! 
(.sotteled yldinom muminim to 0¢9 doss tot 

ne ot et¢ieoqsb zodem fotay tedmom s stodW OL 
tostdue sd Liiw fnwooos edt ,letdaso sft to omen odd ak Snvooos 


wegvods “iL Bae Of at egotar sad of 


Nethercut & Young 
A222 


Terente, Ontario 


SCHEDULE 24 
Supplying of Cash 
SUPPLYING OF CASH - AMENDMENT TO SECTION 19 SCHEDULE B 


19. (a) Money parcels will not be prepared and 
despatched to a credit union on instructions of a Central. 
Currency and coin will only. be supplied to credit unions at 
the branches where their accounts are carried and against 
cheques on their accounts. The following charges will apply: 


Currency - 25¢ per $1,000) 
plus cost of transporta- 
Coin. - 50¢ per 100) tion and insurance 


Exceptions 


(1) There will be no charge for supplying 
currency or coin up to a total of $5,000 
currency and $500 coin in any one month. 


(2) There will be no transportation and insur- 
ance charge on currency or coin supplied which 
otherwise would have to. be shipped to an outside 
point as surplus to branch requirements. 


(3) At Bank of Canada agency points, the main 
office of the bank will not make a charge for 
supplying currency or coin but wherever possible 
the Central will arrange for a money transport 
company to take delivery at the Bank of Canada 
agency upon the order of the tank and will 
furnish the bank with suitable indemnification 
against errors. 


Transfer of Funds 


20. (a) Subject to (b) and (c) below, transfers of 
funds between accounts of credit unions will be effected by 
means of mail or telegraphic transfer or by deposit of a cheque 
or transfer form drawn on a bank (not by deposit of an order or 
transfer form drawn on a Central or member union.) 

(b) Transfers of funds between accounts with 
banks at the same point will be effected by deposit of a cheque 
or transfer form certified by the drawee bank. 

(c) Transfers of funds from the account of one 
Central to the account of another Central will be effected by 
means of mail or telegraphic transfer. 

(a) Mail or telegraphic transfers will be 


subject to the following rates: 
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1 
2 
3 SCHEDULE 24 
4 $ 5,000 and under.....se.e.e1/l0%, min. $ .50 each 
over % 5,000 fo-$.10,000.. .2icne sd 716%, min. $5.00 ".) Pime woss 
e | % 10,000 to 8 25,000 cess essed/ joe, Mins Se 6.25 " ch meseac 
si" $$ 25,000 to $100,000.........1/04%, min. $7.85 " for tele- 
i $100.000 to $500,000........1/100%, min. $15.65 “ graphic 
é U. $500 , OOO. LL MEN, Lichehe Pelt dtee kf COON, min. $50.00 2) transfers 


(e) Transfers of funds by deposit of a 
heque or transfer form drawn on a bank (whether crossed nego- 


8\tiable without charge or not) will be subject to the rates for 


2l. Far Northern Points - The special rates on 


ransactions with far northern branches shall apply in all cases. 
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1 SCHEDULE 25 
2 ROYAL COMMISSION ON BANKING AND FINANCE 
3 SCHEDULE 25 
4 TO BRIEF OF B.C. CENTRAL CREDIT UNION 
5 SAMPLING OF TIME QUTSTANDING AND D_EXTENT OF 
NEGOTIATTON OF SECONDARY ORDERS (CHEQUES) OF 
VANCOUVER CITY SAVINGS CREDIT UNION FOR MONTH 
6 OF JANUARY 1962 
7 
8 


Time outstanding as measured between date of order and date 
9 f charging of order against member's deposit account. (It was 
oted that many orders negotiated in early January had been dated 
uring Christmas holiday period but were not negotiated until 
10after January 2nd.) 


Number of Orders Value of Orders 
12| Up to 5 days 1362 $186,490.67 
PP TwAuL Ore ' L015) , 115,463.17 
IS} iy won 129 11,580.80 
14 ae 49 er 4. orev i: 
phys 33 835.78 
Bea? 94 5,769.46 
Sen 34e30 60 27613..77 
165 FPers ween 12 7 257.99 
: over 4O " 19° 410.88 
1 pe i sponte ee 
Bates $326,326.31 
18 
Number of endorsements on above orders negotiated by banks. 
19, own separately number of orders negotiated directly through 
C. Central between accounts of member organizations, 
20 | 
Number Amount 
21 a gee 
Endorsed by payee only and cleared 
22|| through bank 2345 $247 ,473.33 
Endorsed twice before clearing 
23|| through bank ako 23,105.44 
94|| Endorsed three times before 
clearing through bank 10 L, eek 
25 | Handled by Central directly, no 
clearing through bank 176 54, 586.43 
sas ar¢o $326 , 326.31 
27 
28 
29 
30 | 
| 
| 


esw tl) 
besab mesd bat yreunst yltse af bedettosen etebto ynsm tends betas 
[tiny bpedetstoyen gon stew dud beofteg yabilod esmgeiadd goive 


joa 


jab 6ae-teb1o Yo eieb qeswted betuesem 26 yntbnadedvo emtT 
,jnuooos theogeb e'tedmem deniegs tebio to gnigisdo- ip 


etebi0 to ele y 


Vd .Ge#H, dale qu 
Tr. FO, e LL eLoL " of "A 
08.08¢ . II est a> oy oe 
ey. €0e,.S OH es 

BY. 2E8 gg a ot 

3H! CON, 2 HQ " er " et 
Y.E€f6,S 00 n GF "OS 

Re ACS Si n of ©" If£ 
88.01 OL " Of tTeVvo 
I£.08E, 0SER ENS 

exced ¥d bete Lbogen ertebto eveds no esdiempetobine to tsedmull g! 
Aguotdd yitoetib bedetiogen etebio. 10 sedmun yletsetsgqese nwo 
.edotiesinagtc tedmem to ednavooos néswied Isitnel .v at 


toyoms 
* gevent ews 
Hl 2OL ES 
Lf. LOL ef 
cH. 082, He 


££.08£, 08E% 


Se 


f a ava SurawaTeTuo AMIT FO DUiGIMAS 
) (SqUGSHO) eARGhO YHACMODE YO MOTTA LLOOSY 
MOS OLN DEGRA ou IVAS 2710 Be a 
di bay “S8eP YA AO 


I z 
(.bnS yrsdost ted ipg 


etebiO Jo tedmul } 
Goes eysbh 2 ot 


zedou 7 te 
Seveein bos vino esysq yd beetobad 
CHES xasd dguormdt fee 


gniiselo etotsd eotwt beetobnd | 
SHS uned dguotdt | 


etoled zemtt esidt beetobad | pe 
» DE dnsd davoids gntiselo 


on .yftoeTtb Isstined yd belbnsH eg 
avi ansd davotds antiuselo 


30 


29 | 


Nethercut & Young A225 


Terente, Ontario 
SCHEDULE 26 


ROYAL COMMISSION ON BANKING AND FINANCE 
SCHEDULE 26 


TO BRIEF OF B. C. CENTRAL CREDIT UNION 


LOSSES ON LOANS TO MEMBERS SINCE INCORPORATION AND 


RELATIONSHIP OF BAD DEBTS TO GUARANTEE RESERVES. 


LOANS UNAPPROPRIATED LOANS IN 
OUTSTANDING RESERVES DEFAULT 
31, December 1961 9,421,439.07 258,909.46 16,970.96 
Percentage of outstand- 
ing Loans 100% rary bey 4 . 18% 
Reserve Balance to Loans 
in Default 15% times 
Loans since Incorporation 77,193,988.38 
Loans written-off 12,739.76 
Loans in Default 16,970.96 29,710.72 
Percentage of Total to Loans Granted 4/100 of 1% 
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SCHEDULE 27 
1 
a 
; ROYAL COMMISSION ON BANKING AND FINANCE 
SCHEDULE 27 
4 
TO BRIEF OF B. C, CENTRAL CREDIT UNION . 
5 
LOANS TO MEMBERS ILLUSTRATING LARGE PORTION BORROWED BY CREDIT UNIONS 
6 
AND DEGREE OF FLUCTUATION, SHOWING ALSO EFFECT OF LOAN TO 
7 PRINCE RUPERT FISHERMEN'S CO-OPERATIVE ASSOCIATION. 
CO-OPERATIVES 
8 PRINCE RUPERT 
DATE CREDIT UNIONS FISHERMEN'S OTHERS TOTAL 
1956 NE TERR Se a A ee cea ey Ok dees rahe eens 
9 31 Dec 2,653,575.48 300,000.00 572,573.43 3,526,148.91 
1957 
10 31 Mar 2,684,222.88 301,030.81 598,422.52 3,584,676.21 
30 June 4,320,582.48 533,843.66 556,795.07. 5,411,221.21 
11 30 Sep 4,625,509.03 741,588.80 610,236.97 5,977,334.80 
31 Dec 4,519,693.81 738,802.76 713,212.55 5,971,709.12 
1958 
12] Sd4iMar. © 4,517)299.41 212,013.53 441,568.21 5,170,821.15 
30 June 4,954,566.67 320,471.66 940,217.78  6,215,256.11 
13|| 30 Sep. 4,893,021.97 632,341.45 944,784.30  6,470,147.72 
31 Dec 3,982,437.94 492,563.90 906,722.90 5,381,724.74 
1959 
14) "31 Mar 3,671, 641.05 650,000.00 1,168,490.15  5,490,131.20 
30 June 5,367,847.75 350,000.00 1,307,963.30 7,025,811.05 
15|| 30 Sep 6,170,739.13 250,000.00 2,113,448.02 8,534,187.15 
31 Dec 5, 423,942.44 1,000,000.00 1,528,430.21 7,952,372.65 
1960 
- 31 Mar 5, 284,823.88 650,000.00 2,171,525.16  8,106,349.04 
30 June 6,410,844.19 300,000.00 1,963,676.84  8,674,521.03 
17|| 30 Sep. 6,298,466.37 500,000.00 2,469,336.03 9,267,802.40 
31 Dec 5, 528,982.75 750,000.00 1,686,103.67 7,965,086.42 
18 || 1961 
31 Mar 6, 390,757.34 500,000.00 1,631,784.92 8,522,542.26 
30 June 6,846,682.80 200,000.00 1,946,279.28  8,992,962.08 
19! 30 sep. 8,179,166. 60 900,000.00 2,125,480.27 11,204, 646.87 
31 Dec 6,805, 603.47 1,000,000.00 1,615,835,60 9,421,439.07 
20 
21 
22 
23 
24 
25 
26 
27 
28 | 
29 
30 
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SCHEDULE 30 
ROYAL COMMISSION ON BANKING AND FINANCE 


SCHEDULE .30 
TQ BRIEF OF B.C. CENTRAL CREDIT UNION 


A LIST OF B.C. CENTRAL CREDIT UNION'S ACTIVITIES 
IN RECENT YEARS DESIGNED TO ENCOURAGE SOUND PRACTICES 

There are various activities undertaken by Central, 
starting with those designed to increase the knowledge of 
(1) the Directors of Central itself; (2) the members of 
associated provincial organizations; and (3) Central's 
Directors in concert with Directors of credit unions in re- 
gional areas. A second set of activities is that built 
around the annual meeting when considerable time is spent in 
special phases of Central's operations with the delegates 
sent by credit unions to Central's Annual Meeting. A third 
set consists of special material and advices sent out by 
Central from time to time to credit unions, and the fourth, 

a new development now being undertaken, is the setting up of 
a 3-year correspondence course, 

Among the activities for increasing Directors' know- 
ledge have been one and two day weekend sessions with Univer- 
sity personnel on such matters as the function and development 
of the Bank of Canada and the operations of the money market, 
and the present development of economic thought. These 
seminars sometimes involve Directors of the B. C. Credit Union 
League (the promotional, educational body for credit unions) 
and are augmented by discussions held at Joint Directors' 
meeting of Central, the League and the Health Society, as well 
as others. These joint'sessions study particular problems of 
the Credit Union Movement and of any one of the bodies partici 
pating. 

Conference meetings of Central's Directors together 
with Directors of credit unions in a.particular area, aside 
from studying special local problems, set out sound loaning 
programs, sound conservative borrowing programs, the need for 


and value of a high degree of liquidity, problems involved in 
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SCHEDULE 30 
secondary or personal chequing, delinquency and loan collec- 
tion, and values of certain kinds of security for loans. To 
date four of these area programs have been undertaken. 

Central's annual meeting time might also be consid- 
ered a type of area meeting, on a larger scale. These meet- 
ings are used as opportunities (1) £0 teach the reading and 
understanding of financial statements; (2) to teach and 
discuss together the proper accounting, methods of handling 
and the legal and other problems involved in “chequing ser- 
vices"; and (3) to advise on problems which can arise when 
economic conditions tend to be strongly inflationary or strong- 
ly deflationary. As an example, the Directors' Report pre- 
sented in June, 1956 encouraged credit unions to maintain a 
conservative loaning policy and a sound liquid reserve and to 
resist the increased pressure for loans arising out of the 
tight money position of the economy. 

Central has made available to credit unions, when the 
need arises, a program to follow when most of their members are 
involved in a strike situation. This, as well as material 
dealing with problems entailed when money was tight, and 
encouragement of sound borrowing programs are some of the 
activities designed to help develop sound practices. 

Direct reports to members have also included advice 
with respect to proper security measures for the protection of 
cash, accounting procedures for Reserve Board assessments, and 
advice on problems which can arise when individual member's 
holdings or borrowings with a credit union are out of line 
with the general size of the capital or loans of the credit 
union. Proper Board procedure and maintenance of minutes have 
also been among the items of advice sent out by Central. 

In addition to the foregoing, Central is presently 
developing, particularly for Treasurers, a three-year corres- 
pondence course which will provide a degree to be recognized 
within the movement for those passing the course. Business 


English, Business Mathematics, Accounting, Law, Credit Granting, 
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SCHEDULE 30 
Counselling, Office Management, Member Relations,.etc. are 
being dealt with in the course. It is planned that the first 
year material will be ready by September of this year. The 
course is being planned together with the B. C. Credit Union 
League and will tie in with their program of one-week 


seminars held each year at the University. 
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HOYAD, COMTOSTON ON BANKING AND FINANCI 


UNIONS SINCE THE WNACTMENT OF THe ChEDIT 
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B. C. CENTRAL CREDIT UNION 


APPLICATION FOR LOAN 


Statistical Information as at WESNonh 
We do not require names or account numbers 
Total Shares (not including Endowments) $ 
Individual Holdings of 5 largest shareholders (not tu include Endowments) 


$ $ $ $ $ 


eee 


Tease see se) ae ae 
Total Deposits (if you have them) $ 
Individual Holdings of 5 largest depositors (if you have deposits) 


Se Ee i | OR er as ee aed Buenos ee) 


Ten te yee, eee oe 
Total Loans (not including Endowment Loans) $ 
Individual Holdings of 5 largest loans 


$ $ $ $ $ 


me eee 


cis coh sigh Saperayeatay 
Reserve (or Guarantee) Fund Balance $ 
Total Delinquency (as required in reporting to Inspector) $ 


List 5 largest Delinquent Loans and report on possibility of recovery through 
redemption of securities or collection action 


Loan Balance Shares Other Security Remarks 
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B. CG. CENTRAT, CREDIT UNTON 
tesO% © Bore? 0318 
Vaucouver 3, B. G. 


QUARTERLY FINANCIAL LNFORMATLON RETURN. 


For 


to day of 19 


Borrowing from others (as principal or endorser) 


Name of Creditor 


Average daily cash balance (till cash) $ 
Investments (Canada and B.C. Bonds and their Guarantees) 


Cs Seok A Se A) 


Tf hypothecated, with whom_ 


Aeke 


CRED ™'T UNTON 


Shares (at above date) including Endowments 
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Less Endowment Loans 
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Add Deposits 
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Surplus - Undivided 
Current 


MEASURE OF LIQUIDITY ' 
OL GEL INGE SWAT OS ar Anus cubes avstakenale athe dient eae 
257% of Deposits i eae MON Ean Si kage 
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Average Daily Balance - 

tm Chantered Bank (Lf AMV) S dee +7 wey cms one 6 
Investments (Canada and B.C, 

Bonds and Guarantees) 
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SCHEDULE 31 - 
To be completed in duplicate - original to be filed with contract - copy to be retained. 


B. C. CENTRAL CREDIT UNION 


P.O. Box 2038 
Vancouver 3, B. C. 


FINANCIAL INFORMATION RETURN REQUIRED WITH DEPOSIT-LOAN APPLICATION 
The following information is in accordance with the books of 


Credit Union, as at day of 


19 


— 


Share investment in Central $ Term Deposits in Central $ 


ee ee 


Borrowings from others (as principal or endorser) 
Name of Creditor Balance due $ 


Le 


— 


Average daily cash balance $ 


Investments (Canada and B.C. Bonds and bonds guaranteed by them....... $ 
If hypothecated, with whom 


eee 


c~_-_-—5——————————_—————_—- rrr ee 


Shares (at date above) including Endowments $..... 


Bees Endowment LoOansh sae ssacewneiilemicie stints nies canes 


NEP: SHAREN. Acote plone dior BAe tees 


oyu syevuel feiaiowe teeters tele’ of statevets 


Add Deposits..... BOINIDICISIOIOIIOInIOICICICIO OICICICIOICIUIGIOICOIOIOnOInOIn nimi OCCIOnICIEICIOIngn n. CON OOnrCconcianioe 
Surplus - Undivided....., OO NO OO Coe Ora Our PO TOMO Mo est OOO ON 
(Cfoh ar ea Ary mom caperRSieNOnc oe sab ayul efenc are e Gaeie PO Ges ECO OGL 
TOTAL 095 56.6 50s ‘ Whe oKbvNehbabiwud, vest (al wreverereeneLeerenels 


INDICATE CATEGORY OF THIS LOAN APPLICATION 


25% thereof 33% thereof 50% thereof 


$ § § 


MEASURE OF LIQUIDITY RESERVE: Bie OLING Gs SHALES wy cyst sie oletele ere cininii sO elete nietierareiere 


25% Of DEPOGLEB ss weeciewnewelesne nce 6 


TOTAT REQUERERSERE «cin citie'rcnte a Dicer dusvpie. selene exececelene ate 
Less: Maximum Daily Cash on hand $....... save ieitehsiaiaivs 
Average Daily Balance - 
in Chartered Bank (L£ any)i9ucvceonccues corn 
Investments (Canada and B.C. 
Bors) .(UeLeAny) cs os srs selene ons SN waorunnterrasnete 
RUD Bigeencese on) NET asae ’ ’ @ bipyeveniete eld 
Term Deposits in Central.....c.cso.ee. Neue intatarataneveliele. cost ROA Ge 
Short of Reserve $ Over in Reserves $ 


(Central to make required transfer) 


MEASURE OF DELINQUENCY 


Delinquency measured as per Section 34 (5, 6 & 7) 


Of PerGe Credit: Unions Acti. see 0 emia) estie sieitvelsielelsing laarvern srelerensias Haveaalin: Vidar eeerecele Gores aoe Gel Tei 
Guarantee Reserve FUnd... ccs esesecrevevessens jabs niente co NVeakeie: o08 ane TOON Fats: 
NET cicvise dew ceenies ADitenrnce $ 
5 Largest Shareholdings 5 Largest Loans 5 Largest Deposits 
$ $ $ 
$ $ $ 
9 $ $ 
F] $ cei. § 
8 $ $ 


CREDIT UNION 
President 


Treasurer 
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a paren a ; 


